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Topics of the Month 


MINANCIAL PREPAREDNESS 


is generally accepted that the Federal reserve 
system has placed the country in an excellent 


* position to meet any emergency—even that 


h comes with war. The situation in this re- 


lect has been closely studied and the task of an- 


ci bating demands and generally making ready has 


fen left to the Reserve Board. For the first time 


is history the nation can look forward with con- 
nce that a defective financial scheme will not 


mtribute to the other difficulties that the extreme 
hergency would bring. The financial strength of 
ie country is concentrated in the reserve banks and 
fade available for use through them under the gen- 
al guidance of the Reserve Board. 


) The banks have long been in wonderfully good 


indition. 


Surplus reserves are perhaps lower than 


}B8ome recent periods, but they are large enough 


igive safety additional insurance. 
‘the Federal reserve banks has been growing 


The position 


ead y stronger for some months, Their gold hold- 


in February were well above the half-billion 
and of the note issue a comparatively insig- 


as to the influence war will have on it, and, rrom 
the financial viewpoint, how the enlarged fiscal oper- 
ations of the government will affect it by utilizing 
the same credit machinery. At present there can 
be no assumption that the government would make 
any use of the antiquated treasury system which was 
discarded for such uses in 1868. The general view 
seems to be that the immediate money needs of the 
government would be best met by a bond issue. 
Other plans have been suggested. One senator, 
gathering inspiration from the dark ages of Ameri- 
can finance, proposed the issue of a half-billion dol- 
lars of treasury notes. His suggestion was so over- 
whelmingly voted down that confidence of the fail- 
ure of any repetition of such a suggestion is justi- 
fied. 

The method of disposing of a bond issue is another 
question. The Federal reserve banks are authorized 
to act as fiscal agents of the government. They 
are also empowered to buy and sell government 
bonds or notes in the open market, They could be 
used as the instrumentalities through which bonds 
could be distributed to investors; they could under- 


‘far as the integrity of the banking system is 


write the issue and absorb any proportion not read- 
ily taken. It is, however, doubtful if the reserve 
banks have yet the necessary machinery for such 
operations. Assuming that the return of a sale of 
bonds to an underwriting syndicate or its repre- 
sentative would be the same, it would seem the 
part of wisdom for the government to use the agen- 
cies specially equipped for that kind of work. 


It is desirable that any new government bonds be 


nt part was covéred by commercial bills, The 
of notes could be increased beyond any sum 
i demanded by an emergency with perfect safety 


icerned. 

_ The condition of the banks generally, however, 

| no relation to government financing except as 

Adicates the ease or difficulty with which it can 
he. Business must continue. The question is 
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got into the hands of investors as quickly as possi- 
Sle and with the smallest possible interference with 
the financial agencies engaged in routine operations. 
Financial preparedness means that the channels of 
credit should be kept free from snags, if it means 
anything. 

No doubt an issue of $500,000,000 of government 
bonds would be absorbed overnight. But if the 
great emergency comes the problem of prepared- 
ness will be less concerned with the first issue than 
with the second and third. Half a billion would not 
go very far in these days of colossal operations and 
high prices. The excursion of small bodies of troops 
to the Mexican border cost nearly a third of that 
amount. Half a billion would pay Britain’s war 
bills for about eighteen days. Our participation in 
the war would eat up the proceeds of such a bond 
issue in a short time if it were not all required 
against military preparations already authorized. 
Later bond issues must be considered, For these it 
may become necessary to use the Federal reserve 
banks, and all other banks. But until the necessity 
comes, it would not be bad policy to keep the regu- 
lar banking machinery as far removed from war 
financing as possible. 


Certainly the note issuing resources of the re- 
serve banks should not be used if other ways can 
be found. France and Russia have done that with 
the result that Russia’s credit is seriously impaired 
and France has been struggling to reduce its note 
circulation by issuing long-term loans and trying to 
teach the people to use checks. The Bank of Eng- 
land declined to weaken its position by participating 
in the issues of the British treasury. England seems 
to be stronger financially than any of her allies or 
enemies and her business has been less interfered 
with than that of any of the other nations. 


Just now this country has an unprecedented capac- 
ity to absorb investments. This capacity will be 
increased by any cessation in foreign trade. Such 
a cessation is likely because the warring nations 
have marshalled their industrial resources and are 
better able to supply their own needs, and the sub- 
marine activity must have some effect. 


The final reason for keeping the financial channels 
clear is that entrance to the war would impose upon 
us obligations to our allies. The best assistance we 
could give would be financial. 


THE PROBLEM OF HIGH PRICES 


Food riots in New York! A weak imagination 
can picture this news item as it will appear in the 
Berlin newspapers, To the Germans the significance 
of the report will be clearer. They are struggling 
bravely against extreme conditions and they have a 
finer appreciation of hunger. The New-York news- 
papers were disposed to make light of the occasion 
when thousands of women clamored in front of the 


City Hall. It offered a new kind of human interest 
story. There was a new field for the sob writers, 
No one seems to have thdught that in the richest 
country in the world, in the most fertile, most ex- 
tensive, most charitable, hunger could go unsatisfied, 
But if the hunger is not a reality, the riots are. 

This is the final manifestation of a condition of 
warlessness. We have had death. and destruction, 
explosions and wrecks, industrial expansion, war 
taxes and war prices—about everything that a war 
produces except heroes and hunger and government 
intervention in industry. Presently we will have 
everything but the heroes. 

More interesting than the food problem is the 
question of the necessity for the high prices. Under 
pressure the print paper manufacturers threw their 
cards on the table and suggested that the govern- 
ment fix the prices, This was done only after the 
gathering of reasonably satisfactory evidence that 
the increase in the cost of producing print paper was 
all but negligible in comparison with the advance in 
cost. Is the shoe business in a different position? 
Is the advance in the cost of producing shoes enough 
to warrant the promise of $20 a pair? There are 
leather experts who say that this contention is 
ridiculous—that $2 would cover the increased cost 
of producing a pair of shoes of any kind. 


Does it cost more to raise wheat than it did 
when wheat was sold for ninety cents a bushel? 
Are the same potatoes that were sold for $4.50 a 
barrel last October really worth $14 a barrel now? 
How does increased labor cost compare with the in- 
creased price? Is superlative industrial activity an 
unmixed blessing? Is it good policy to steal labor 
from the farm and put it in the factories? If some 
arbitrary force does not intervene to compel ad- 
justment between industrial and agricultural activ- 
ity, where will we énd? Economie laws cannot be 
violated with impunity. Wages cannot go on rising 
forever. We cannot always measure prosperity in 
terms of value when the valites are swollen. Bal- 
ance has been called the fundamental verity. If the 
arbitrary force does intervene the result will be 
Prussianization; if it does not, there will be chaos. 
They are equally abhorrent. Whithér is the way out 
of this devil-and-deep-sea predicament? Who can 
blaze the trail? 


LINDBERGH OF MINNESOTA 


In a statement which covered twenty-three type- 
written pages Representative Lindbergh of Minne- 
sota impeached the five appointed members of the 
Federal Reserve Board, contending that they are 
administering the reserve system in the interest of 
“big business” and against “the masses.” 

The concluding statement of Mr, Lindbergh’s 
allegations is most interesting. He says: 


In order to create industrial slaves of the 
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masses, the aforesaid conspirators did conspire 
and are now conspiring to have the Federal Re- 
serve Act administered so as to enable the con- 
spirators to co-ordinate all kinds of big business 
and to keep themselves in control of big busi- 
“ness in order to amalgamate all of the trusts in 
one great trust in restraint and control of trade 
and. commerce * * * and that the said five 

_ active, working members of the Federal Reserve 
Board have all the time by wrongful administra- 
tion of the Federal Reserve Act aided and 
abetted the aforesaid conspirators in promoting 
and carrying out the objects of their conspiracy 
and have refused and failed to administer the 
Federal Reserve Act in favor of the general 
welfare. 


Before the Judiciary Committee Mr. Lindbergh 
said that he was unable to produce any witnesses 
or swear to any facts within his own knowledge in 
support of the allegations. 


Mr. Lindbergh is completing his fourth term in 
Congress. He has been a member of the Banking 
and Currency Committee from the time the work of 
that Committee became constructively momentous. 
He was the author of the resolution which brought 
about the “money trust” investigation. He sat 
through that hearing and through the long hearings 
which were held by the Banking and Currency Com- 
mittee before the Reserve Act was formulated. On 
the Federal reserve bill he made a minority report 
of nearly 20,000 words. In the course of that re- 
port he said that he had published a book on bank- 
ing and currency. The indictment of the members 
of the Federal Reserve Board stands, therefore, as 
the culminating performance of a man who has had 
eight years of unusual opportunities for gaining 
accurate information about banks and banking sys- 
tems, 

In these same eight years Mr. Lindbergh’s con- 
stituents in Minnesota seem to have used their op- 
portunities for observation and study to much bet- 
ter advantage. Last November they elected a suc- 
cessor to Mr. Lindbergh. 


CONSTRUCTIVE CRITICISM 


The Reserve Board and the individual members 
thereof will be subjected to attacks of various kinds. 
Some will be political and some will be personal; 
some will be as idle as Lindbergh’s and some will 
be vicious. The only ones worth notice will be those 
that are critically directed to the policy of the. or- 
ganization as an organization. 

In this field there are opportunities for wide 
difference of opinion. The banking and currency 
committees of House and Senate are not in complete 
harmony with the Board, many of whose recom- 
mendations for amending the Reserve Act have not 
been approved. The bankers are divided in their 


views. It is on rare occasions that bankers agree 
and the members of the Reserve Board have diffi- 
culty in reconciling their differences if they succeed 
in reconciling them at all. 


In this variety of opinion lies safety, It is 
fortunate that the Reserve Board is not a unit and 
that the committees of Congress must be reckoned 
with. The Board has large powers. It is necessary 
that its powers be large if its supervision of bank- 
ing affairs is to be efficient, but the probability of a 
misuse of the powers enjoyed is so remote as to be 
negligible. 


GOVERNMENT OWNERSHIP 


If war is declared, its necessities undoubtedly 
will entail important changes in our industrial struc- 
ture and in the relations between government and 
business. On the one hand, extreme centralization 
measures, savoring of government ownership, may 
be invoked. On the other, the government may pre- 
fer measures to encourage co-operation such as are 
not now permitted by the Sherman law. Advan- 
tageous combinations and agreements among indus- 
trial corporations designed to increase efficiency, 
standardize methods, reduce costly competition and 
decrease the cost of production undoubtedly would 
be given the full sanction of the government. 


The decision on policy would be awaited with 
the most intense interest by the business men of the 
country. In the period of uncertainty pending a 
determination whether we shall remain at peace it 
is desirable that there be a full and free discussion 
of the alternatives indicated. One man who already 
has recognized the need for such a discussion is 
Senator Penrose of Pennsylvania, who has sounded 
a warning against any hurried recourse to govern- 
ment ownership measures to meet the exigencies 
of war. 


Senator Penrose applied his remarks directly to 
the Administration’s proposal to commandeer ship- 
building facilities, but he declared that it was 
equally sound in regard to all phases of American 
industry. He proclaimed his opinion that even if 
war comes to demand the utmost of American in- 


dustry, the government can procure the highest de- 


gree of efficiency and the highest percentages of 
output from American industries by leaving ther 
in the hands of their present managers, He decried 
every indication of a willingness on the part of the 
Administration to apply government ownership the- 
ories in the event of war. 


Senator Penrose’s utterance teemed with praise 
equally for the efficiency of American manufacturers 
and for their patriotism. He said that the patriotic 
spirit of our manufacturers already has been in- 
dicated in the manner in which they have hurried to 
place their plants at the disposal of the government. 
Scores of them already have done this, said Senator 


q 


Penrose, and all of them can be relied upon to place 
themselves fully at the disposal of the government. 

The senator’s remarks were occasioned by the 
suggestion that the plan to have the government 
take over the operation of shipyards might extend 
to other industries, like the steel industry, the mu- 
nitions industry and the leather industry. He said 
that such a development appeared to be by no means 
unlikely in view of Secretary of the Navy Daniels’ 
commitment to plans for the government manufac- 
ture of armor plate and projectiles and of Post- 
master General Burleson’s preference for govern- 
ment ownership of telephone and telegraph systems. 
Such a development, he declared, would be tremen- 
dously unsalutary. Pointing out that government 
ownership is not distinguished for its efficiency in 
most of the nations where it has been resorted to, 
Mr. Penrose predicted that for the government to 
take it up extensively now would involve the sacri- 
fice of a large measure of the efficiency for which 
American industrial leaders are noted. 

The senator developed his thought by suggest- 
ing the conditions which would arise should the gov- 
ernment undertake to operate the great Bethlehem 
steel plant. He denied that the government has the 
experts to undertake such gigantic tasks and he said 
there were no precedents for the employment of 
such high salaried men as this plant finds it neces- 
sary to employ. 

The senator expressed these opinions in the face 
of the growing favor with which the European bel- 
ligerents have viewed nationalization measures,. 
Many of the industries necessary to war operations 
have been taken over by Great Britain and operated 
under governnient control. Many new plants have 
been constructed directly by the government. Ger- 
many has gone even further and has almost com- 
pletely nationalized all industry in the empire. The 
information which has come from these countries to 
the United States is that such measures have ac- 
complished a great deal in co-ordinating the work of 
the various plants and in increasing their efficiency. 
Such measures have enabled the government to es- 
tablish measures of standardization capable of in- 
creasing outputs and of increasing the industrial 
strength of the nations in other ways. 

Senator Penrose believes, however, that practi- 
cally all of the good resulting from these measures 
in Europe can be accomplished through co-operation 
and the voluntary acceptance of government sug- 
gestions here in the United States. All, of the in- 
dustrial plants of the country will willingly give 
preference to. government orders in the, event of 
war, he asserted, and it will remain only for the 
government itself to prove efficiency in the disposi- 
tion of its orders. 
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THE ACCUMULATION OF GOLD 


The gold reserve held by the Federal reserve 
banks is now approximately half a billion dollars. 
This amount will be increased by more than three 
hundred million dollars this year, almost immedi- 
ately if the proposed amendment to the Reserve Act 
is passed and next November in any event. 

Views as to the desirability of impounding within 
the reserve banks such a vast amount of gold vary. 
The preponderant sentiment seems to be favorable 
but there are objectors. The latter are not in com- 
plete agreement as to the reasons for their position. 
Some say that they want substantial quantities of 
gold in their own vaults and add that the reserve 
banks are now strong enough to meet any situation. 
They say that if the statement is correct that the 
note-issuing powers of the reserve banks are im- 
measurably beyond the demand of any past crisis, 
they must be ample to meet the demand of any ex- 
pectable crisis. 

This argument springs from the conception of 
the reserve banks as emergency institutions and is 
therefore out of harmony with the announced pur- 
poses of the framers of the Reserve Act. But, they 
argue, even if the reserve banks become going in- 
stitutions, what is the advantage of piling up gold 
in their vault? They must redeem all kinds of 
currency in gold or the treasury must come to them 
for gold if the demand for redemption becomes ex- 
cessive because of the necessity for exporting gold 
or for any other reason. 

This statement is correct and demands explana- 
tion. Any member bank must, in case of demand, 
be certain to receive gold from the reserve banks 
against its free balance or against Federal reserve 
notes. That is the very basis of the reserve system. 
The protection a bank receives from gold held in its 
own vaults is negligible because gold in the amount 
of required reserve is a dead asset which can be 
given life only through the reserve bank. 

But greenbacks, national bank notes and silver 
certificates are also subject to redemption on demand 
in gold. The mere gold the reserve banks accumu- 
late the greater their obligation to protect these cur- 
rency forms by making them certain of redemption. 
The Reserve Board has no magician’s wand where- 
with to transmutate greenbacks, national bank notes 
or silver certificates into gold. Those unfortunate 
currency elements still exist and have all the. ob- 
jectionable features which the reserve law has failed 
to eliminate. The one recourse of the Reserve Board 
is to saturate the currency with Federal reserve 
notes. The greater the saturation, the greater the 
amount of gold and greenbacks that will be accum- 
ulated in the reserve banks, and the more certain 
it will become that demands for gold will not be 
made through the presentation for redemption of 
greenbacks or silver certificates; such demands will 
be met through balances created with the reserve 
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banks or by the presentation of Federal reserve notes 
for redemption. The larger the gold treasure of the 
reserve banks, the smaller will be the likelihood that 
the people wil insist upon exchanging for gold the 
Federal reserve notes, which will be their pocket 
money. Silver certificates are so scattered that they 
are probably not seriously to be considered in fact. 
Now that the greenbacks are being issued in small 
denominations they will be entitled to less considera- 
tion. These two currency elements will be theoreti- 


cally as defective as ever, but they are not likely 


to be so annoying or so threatening in fact. 


The difference between the greenback situation 
as it relates to the treasury, and the situation of the 
Federal reserve banks to the Federal reserve notes 
is obvious. The withdrawal of gold from the treas- 
ury against greenbacks is embarrassing; the treasury 
has no way of defending itself except, when the need 
is extreme, by the sale of government bonds. Ex- 
cessive demand for the redemption of reserve notes 
may be counteracted by imsistence that maturing 
paper against which notes have been issued be paid 
in gold. Moreover, the withdrawal of $150,000,000 
in gold against greenbacks would have caused a 
calamity in the past. Such a withdrawal from the 
reserve banks today would simply reduce the amount 
of outstanding notes fully secured by gold and would 
not affect the reserve bank’s statement at all. If 
the pending amendment is passed and the reserve 
banks should accumulate a billion of gold, the with- 
drawal of $150,000,000 from the general assets would 
not be serious and certainly would not create a scare. 

The psychology of the problem is of the greatest 
importance. It causes a return to the primitive 
axiom that banking strength rests about equally on 
gold and public confidence. 


FARMERS AND LOANS 


It is surprising to find in the Year Book of the 
Department of Agriculture a reiteration of the state- 
ment that the Federal Farm Loan Act “will do for 
the farmer very much what the Federal Reserve Act 
is doing for the business man.” The difference be- 
tween the two systems is fundamental. The distinc- 
tion is as much social as financial. The reserve sys- 
tem makes no distinctions and has no favorites. It 


is as much a benefit to the farmer as to any one else; 
indeed it contains provisions designed especially to 
benefit the farmer whether they do or not. 

The farm loan system is intended to meet capi- 
tal need. The reserve system merely mobilizes ex- 
isting resources. It transforms what were dead as- 
sets into live ones. It provides for the expression of 
credit in better form. 

If the farm loan system is comparable to any- 
thing, it is to the scheme of issuing railroad and in- 
dustrial securities and making a market for them— 
securities not unlike land bank bonds in representa- 
tion of value, in investment form and in their pre- 
sumed appeal to investors. How these securities ac- 
cord with the demands of the reserve system is 
found in the fact that the reserve banks are ex- 
pressly forbidden to make loans against them. They 
should not be permitted to buy and sell farm loan 
bonds, as they may do under section twenty-seven of 
the Farm Loan Act. Such bonds are as unliquid as 


any similar securities, are subject to the same fluc- 
tuations and uncertainties and have no legitimate 
place in any scheme of commercial banking. 


INSURANCE REGULATIONS 


The Comptroller of the Currency has issued 
regulations governing the conduct of banks which 
seek to take advantage of the new provision of law 
permitting them to peddle insurance and act as real 
estate brokers. The regulations are minute and ex- 
plicit. They were apparently drawn in complete 
understanding of the facts that if banks engage in 
the insurance and brokerage business they must do 
it in a manner that will not bring them into com- 
petition with those already engaged in such business. 
They must make no advances and assume no obliga- 
tions. They must not submit to that simple rule of 
business that the accommodation of a customer is 
the way to an increase of profits. They must also 
remember that the privilege of doing such buSiness 
was made legal for them so that they might make 
up losses incident to restrictions on interest rates 
and the loss of collection charges, and if the customs 
of the insurance and real estate business operate to 
prevent the recoupment of such losses, they are prob- 
ably bad customs to which no self-respecting bank 
should subscribe. A. D. W. 


KANSAS MAY HAVE A RESERVE SYSTEM OF ITS OWN 


Senator Bergen of Marshall County, Kansas, 
has introduced in the Kansas senate a bill. providing 
for a bank modeled on the lines of a Federal reserve 
bank but applicable only to the state banks in Kan- 
sas. The bill provides that the governor shall ap- 
point two state bankers to act with the bank com- 
missioner in organizing the bank. The state .is to 


be divided into districts according to the business 
needs of the various sections and branches of the 
main bank are to be established in these districts. 
The’ proposed bank would conduct the business. of 
the Kansas state banks in exactly the same manner 
as'the Federal reserve banks’do for the members in 
their districts 


Russian Markets Offer a Great Opportunity 
for American Foreign Trade 


Wonderful National Resources of the Great 
Empire are Still Undeveloped — Euro- 
pean Nations Are Wide Awake to Possi- 
bilities of Trade With Russia and De- 
velopments Only Wait for War’s End 


BY IVAN NARODNY 


Vice-President the Russian-American-Asiatic 
Corporation 


average American business man a country 

beyond his horizon. There was about Russia 
something of that strangeness with which our fore- 
fathers regarded the Hyperboreans, something of 
the awe with which the tourists look upon the high 
mountains, the Elberus or the Himalayas. A Rus- 
sian in the American imagination remained the 
Apache of Europe and Asia, the Ishmael of the 
Caucasian race. While the business spirit of an 
Englishman, German, Frenchman, Italian or Span- 
iard is more or less familiar to an American, that 
of a Russian has remained to him outside the pale 
of the commercial age, in spite of the fact that 
Russia is four times the size of Europe, three times 
the size of the United States and forty-four times 
as large as France; in spite of the fact that by her 
natural riches and racial potentialities Russia is 
one of the most colossal countries of this age. 

Other nations must hurry and make plans, 
choose either democracy or aristocracy; Russia can 
do both. While other nations are striving to con- 
quer colonies and peoples, Russia can sweep out 
from her own land and absorb them. In 1880, the 
Russian population was 90,000,000, in 1917 it had 
increased to 180,000,000. In spite of the war, in 
spite of all the social and political disturbances, 
Russia’s population is increasing at a rate of three 
millions per annum. 

It seems strange that the United States, which 
is foremost in industrial development, is far behind 
other countries in the knowledge of the principles 
which underlie international trade, this being due 
to the fact that the American business men have 
been in the habit of transacting their export busi- 
ness almost entirely through European middlemen. 
The policy of America has been that of watchful 
waiting for orders from the Englishmen, the Ger- 
mans, the Hollanders and other nations; but of her 
relation to Russia—nothing. Russia figured and 
continues to figure to an American business man as 
a country equal to Mexico or the South and Central 
American republics. This is a pity. Knowing 


Bowes the war, Russia was considered by the 


Russia as I do, I can say that whatever may happen 
to the nations engaged in the present war—France 
may be overrun, a similar fate may overtake Ger- 
many or Austria, and the British Empire may be 
broken up—between Russia and her conquest still 
lie those impenetrable steppes and forests where the 
armies of Napoleon and the Jenghiz Khan lie 
buried, armies that the world has not forgotten. To 
the Americans Russia is something of an Asiatic, to 
the Asiatics she is something of a European; yet to 
both she is not wholly either the one or the other. 
We Russians consider ourselves a bridge between the 
East and the West, and remain a world by ourselves. 


That Russia has remained so long an isolated 
world to the United States is due to the fact that 
she has been barred from an outlet to the open sea. 
The movement of all civilization has been, consider- 
ing the history of the progressive races from an 
anthropologic point of view, from land to water, from 
water to the ocean. Land is existence, but water is 
life, was the saying of the ancient Greeks. The open 
sea is the open mind. The seas are civilization. 
Here the Turk, there the Japanese, now Germany, 
then England, the enlightener, have “caged the 
Bear,” as the saying. goes. In the West, in the 
South and in the East, Europe has shut out Russia 
from intercourse with the world by the sword. If 
Russia had been allowed to take Constantinople dur- 
ing the Crimean or the Russo-Turkish wars, the 
world would have escaped this terrible war and 
many other troubles in the Balkans and the Far 
East. 

Not only has Russia her peculiar racial civiliza- 
tion, her unique art, literature, and national tradi- 
tions, but she has riches of which the outside world 
knows little, and riches that are still buried. Irre- 
spective of an old-fashioned political system and all 
the economic drawbacks, the per capita state expense 
of Russia is the lowest in Europe. In 1913 it was 
$19.5, while in Germany it was $67.8, in France 
$52.6, in Great Britain $40. The receipts of the 
Russian national revenue in 1918 amounted to 
three-and-one-half billion rubles. The deposits in 
Russian banks increased from two-and-one-half bil- 
lion rubles in 1904 to six billion rubles in 1913 and 
ten billion rubles in 1917. In spite of the revolution 
and the Japanese war the gold reserve in the treas- 
ury of the state bank increased from one billion 
one hundred thousand rubles to two billion two 
hundred thousand rubles in 1918. The per capita 
debt of Russia in 1913 was $52, of France $308, of 
Great Britain $179. 
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Not less interesting figures of Russia’s wealth 
concern the remarkably developed banking system, 
which is solid and stable not only because the State 
Bank stands ready to help in any emergency, but 
because the principle of all the national financial 
life is sound, and because there are a large reserve 
capital and vital resources.* Thus we find that 
during the first year of the war, in 1915, the State 
Bank extended liberal credit to fifty-three commer- 
cial banks to the amount of $326,000,000. The de- 
posits in the commercial joint stock banks on Janu- 
ary 1, 1913, totalled over two billion rubles, but by 
January, 1915, these deposits had reached a total 
of three billion rubles. j 


The resources of the eight leading Russian com- 
mercial banks in 1913 were as follows: 


Funda- Reserve Main No.of 

mental Capital Office Branch- 

Capital es 
(Rubles) 


Name of Bank 


Petrograd Internat. 
Commercial Bk.. 
Russian Bank for 
Foreign Trade... 
Azov-Don Com- 
merce Bank 
Russian - Asiatic 
Bank 45.000 .000 
United Bank 40,000,000 
Russian Commercial 
Industrial Bank.. 
Siberian Trade Bk. 
Volga-Kama Com- 
mercial Bank.... 


60,000,000 25,000,000 
21,000,000 


41,250,000 


Petrograd 
60,000,000 Petrograd 
50,000,000 Petrograd 


23.400 000 
8,000,000 


Petrograd 
Moscow 


35.000 000 
20,000,000 


9,700,000 
15,000,000 


Petrograd 
Petrograd 


18,000,000 17,400,000 Petrograd 


*The Russian banking system is very similar to the Fed- 
eral reserve system, introduced in the United States by 
the Federal Reserve Act. 

Since German business men knew all about the 
standing and stability of the Russian banking sys- 
tem, they were confident in granting large and long- 
time credit to the Russian buyers. In the same way 
England is anxious to get a control of the Russian 
market as soon as possible and keep out the Ameri- 
can competition, and to a certain extent, even the 
competition of Canada. 


Not less interesting than the Russian financial 
standing is her young indus‘ry and commerce. The 
first surprising thing that strikes an American 
business man in Russian life is the immense agri- 
culture of the empire, in which she surpasses even 
the United States. A comparative table of the pro- 
duction of four cereals in the United States and 
Russia in 1913 shows: 

United States 
Bushels 
763,380,009 

1,121,768,000 
178,189,000 
41,381,009 


Russia 

Bushels 
955.980,000 
1,222,875.000 
562,800,000 
999,514,285 


In 1913 Russia produced 1,662,000 tons vf beet 
sugar; 1,300,000,000 bushels of potatoes; 248,473,000 
pounds of tobacco, and 1,000,000 bales of - cotton. 
Russia is the greatest fish producing country in 
the world, for the value of its output is estimated 
at 170,000,000 rubles annually. As the fish price is 


but half of that of the United States, the amount 
of caught fish must be more than twice the amount 
of this country. And so far as the quality of the 
fish is concerned the Russian caviar, sterlit, osse- 
trina, sevruga, omul, salmon, keta: and others are 
gastronomic celebrities everywhere. 

The total amount of Russian cattle, sheep, pigs, 
horses and other domestic animais is larger than 
that of any other country. In 1913 Russia exported 
200,000,000 pounds of butter, some of which even 
came to this country. Russia exported the same 
year eggs and poultry valued at $50,000,000; how 
much of these was absorbed at home has not been 
recorded. The value of hides exported from Russia 
during 1913 was as follows: 


10,533,000 rubles 
6,232,000 ” 
85,657,000 
547,000 


52,996,000 rubles 


Sheep and goat skins 

Other skins 

NAW 
Tanned hides 


The Russian textile industry occupies the third 
place in the world, the linen and wool industry oc- 
cupying the first place in quality and quantity. In 
1913 there were 1,210 first class and 700 smaller wool 
mills with an aggregate number of 200,000 operators. 
The total number of cotton spindles operated in 
Russia amounted in 1914 to nearly 10,000,000, and 
the total amount of cotton manufactured in Russian 
mills reached 1,900,000 bales. The aggregate num- 
ber of operators in the 175 silk mills in 1913 was 
34,697, and the silk imports have reached a value 
of 34,500,000 rubles annually, though an equal 
amount of raw silk is raised at home. -In 1913 there 
were 5,120,000 flax spinning spindles, 16,000 looms 
and 75,000 operators in the Russian flax mills, 
which does not include the vast number of small 
spinning mills and hand-looms used .by the peasants 
during the winters at home. Russia has raised in 
average 1,000,000 tons of flax fibre per annum, 50 
per cent. of which has been exported to England, 
Cermany, Belgium and the United States. 


The biggest forests in the world are to be 
found in Russia, particularly in Siberia where théy 
reach the size of the state of Texas and bigger, 
but are absolutely untouched yet. Even in European 
Russia, the provincial or the national governments 
have taken great care to maintain large tracts of 
land continually in forest. The value of timber ex- 
por’s through the European frontier of the empire 
during the years preceding the war increased stead- 
ily as follows: 


RUBLES 
126,340,000 
137,852,000 
141,605,000 
152,472,000 
163,610,000 


63 
65 

42 

YEAR 
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The Russian flour industry by its quality and 
quantity occupies the first place in the world’s 
market. Russia has been exporting in average 
about 778,000,000 pounds of flour annually, most of 
which went to Germany, England, France, Italy and 
some other countries. Of the exported flour 280,- 
000,000 pounds were rye. 

The output of Russion iron and: steel for the 
years preceding the war was as follows: 


1911 1912 1913 
TONS TONS TONS 
8,942,000 4,608,000 5,094,000 
4,338,000 4,932,000 5,400,000 


8,636,000 4,086,000 4,428,000 


Pig Iron 

Iron and Steel 
half products 

Finished Iron 
and Steel 


Russia being a vast timber country, the local 
industry is only of recent origin. There are im- 
mense coal fields in the so-called Donetzky Valley, 
in the south, in the Ural regions, in the Caucasus, in 
the Altai mountains and in the Transbaikal terri- 
tory. The output of coal in 1915 was 41,200,000 
tons. A peculiar advantage of the Russian coal 
fields is that they are located either near the big 
navigable rivers or in the immediate neighborhood 
of the richest iron, copper and gold mines. The 
amount of copper smeltered in 1913 was 37,044 tons, 


but this has pretty nearly doubled since the war, 
and the chances are that in a few years Russia will 
be able to export copper to other countries and be- 
come a serious competitor to the United States. It 
is estimated that in three years longer Russia will 
produce 300,000 tons of copper, half of which she 


will be able to export. The amount of fine gold de- 
livered at government and private gold smelting 
laboratories in various regions of the empire in 1913 
was 108,252 pounds. The output of platinum dur- 
ing the year 1914 was 16,000 pounds, although it is 
presumed that a substantial portion escaped regis- 
tration. 

The annual output of petroleum in Russia has 
been about 27,000,000 gallons. But with the war the 
oil industry has made immense progress, especially 
in gasolene production. 

The great drawback of Russian economic life ap- 
pears to be the lack of proper railways, roads and 
general traffic facilities. The length of Russian rail- 
ways in 1913 was only 54,000 miles, which is inade- 
quate to take care of the rapidly developing com- 
merce and industry of the country. The amount of 
freight carried by the railways increased from 164,- 
448,000,000 pounds in 1904 to 255,168,000,000 pounds 
in 1912; during the same period the freight receipts 
increased from 457,000,000 rubles to 736,000,000 
rubles. In the same way the number of passengers 
transported by the railways has doubled during the 
past ten years and yielded lately an income of 
200,000,000 rubles per annum. A large portion of 
the Russian railways are owned by the government, 


and the government ownership is gradually increas- 
ing. It has been proposed that the Russian rail- 
ways be increased by 50,000 miles during the next 
five years, and it has been discussed whether some 
of the projected lines could not be given to the 
American companies, on a long term concession. 
The share of the government in the profits of pri- 
vately owned railway companies in 1913 was 26,600,- 
000 rubles. The income from the telegraph and the 
telephone revenue, owned by the government, was 
during the last year 40,000,000 rubles, while the in- 
come from the postal revenue in the same year was 
79,000,000 rubles. 

The Russian natural riches have been exploited 
so far only in a rather limited way. Most of her min- 
eral wealth in the Ural, Caucasus and Altai moun- 
tains remains untouched. G. Vermere, a Belgian 
mining engineer, who has investigated the mineral 
riches of most countries, made the statement not 
very long ago that the mineral wealth of the Ural 
region alone would pay all the national debt of 
Russia in ten years of efficient exploitation. 

Perhaps the richest mines in the world are those 
that are still unexploited in the Altai and Trans- 
baikal mountains, where one can find the finest ores 
of copper and iron, the richest layers of manganese 
ore and coal next to each other. Most of these prop- 
erties are owned either by the Crown, by some small 
native communities or by the early Cossack settlers 
who were sent there for the purpose of looking after 
the Chinese boundary and at the same time acting 
as police force of the locality. These Cossack set- 
tlers received in return vast tracts of rich farming 
or mining land, forests and valleys. The Russian- 
American-Asiatic Corporation with offices in New 
York and Russia has obtained long term concessions 
from very valuable Siberan Cossack tracts for the 
purpose of mining exploitation, which the Corpora- 
tion will either lease or sublet to the American com- 
panies. In the same way A. H. Martens & Co., of 
New York and Toronto, are already financing the 
building of copper mills, oil wells and iron mines 
on those Cossack tracts in Siberia. 

As to the labor question in the mines in Siberia, 
there is plenty of skilled labor to be found among 
the political exiles, among the settlers and the na- 
tives, but the unskilled labor can be employed with- 
out any difficulty from the Chinese or the Japanese 
population of these regions. Either the navigable 
big rivers or the Trans-Siberian Railway will carry 
the ready products easily to the European or Rus- 
sian home markets. And as to the legal security 
and government’s protection, there never have been 
any complaints on the part of any wotking indus- 
trial companies, be they of native or foreign origin. 

Traditionally the Russian government has always 
taken the side of the manufacturers or the miners 
and protects their interests in a satisfactory man- 
ner. The labor prices in Siberia have been so far 
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about one-third of those of the United States, due 
to the fact that agricultural products are plentiful 
and cheap. 


While England and Japan are making every 
effort to get the control of the Russian market be- 
fore the war is over, United States business men 
should not miss the favorable moment. For at least 
a generation to come, the Russian market will offer 
every opportunity for American business. The 
United States has reached‘ a point where her busi- 
ness men must get out of their isolation into coun- 
tries like Russia. It is perhaps little evident to an 
average American investor that the foreign trade 
of his country stimulates the national progress and 
tends to steady prices; by widening the circle of ex- 
changes, it increases wealth, and by creating new 
markets it promotes the efficiency of each productive 
unit and brings about a better adjustment of cre- 
ative forces of the nation. Foreign trade carries 
abroad the surplus part of the produce of the native 
land and labor for which there is insufficient de- 
mand at home, and enables a portion of the capi- 
tal of the country to replace itself with profit; it 
reduces domestic competition and improves the dis- 
tribution as well as the production of wealth; it 
also tends to reduce the cost of money and improves 
the national credit. In a word, foreign trade is 
among the most powerful factors in creating and 
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multiplying the wealth of this nation, and Russia is 
the safest and the biggest medium with which to 
begin. 

The greatest opportunity that ever presented it- 
self to any nation now presents itself to this coun- 
try. It is the opportunity to enter into and strive 
for the control of the world’s biggest markets. For 
some time to come neither England nor Germany 
will be able to keep up their trade, for even if the 
war does not last long, the havoc will take years 
to repair. Endless readjustments will have to take 
place in each country affected by the war. Here is 
where America’s wonderful opportunity lies, and if 
she is prepared for it she can more than triple her 
foreign traae within a period of few years, even 
when the ammunition orders stop. 

After this war is over Russia will have such 
commercial activity as she has never had before. 
The first and the foremost factor is the rapidly in- 
creased wealth of the people by having abolished 
the alcoholic drinks, and second by having been 
waked up by the horrors of the war. The old Rus- 
sian system of bureaucracy is crumbling, the people 
are progressing and conditions will demand vast 
reforms. There will be a vacuum of industrial need 
in Russia after the war which will startle the world 
In the following article I shall explain more abou 
that vacuum and how to adapt American products t 
Russian needs. 


SIMPLE MACHINERY PRODUCES GOOD RESULTS 


The banks throughout the state of Kansas are 
organizing local county associations, co-operation 
and the development of good will being the primary 
purposes. Much good is being accomplished. The 
following are typical by-laws of the county Organi- 
zations of Kansas; 

Article 1. NAME. The name of this associat:on 
shall be the Saline County Bankers Association. 


Article 2. MEMBERSHIP. Any state or national 
bank or trust company doing business in Saline 
County, Kansas, shall be eligible to membership. 
Each bank shall be entitled to one vote. 


Article 3. Purpose. The purpose of this or- 
ganization shall be to further the unity and fra- 
ternity of the banks_of Saline County, and for the 
mutual helpfulness of its members. 

Article 4. OFFICERS. The officers of this asso- 
ciation shall consist of a president, vice-president 
and secretary-treasurer. 

Article 5. Dues. The annual dues of each 
member shall be————— 

Article 6. MEETINGS. The meeting of the as- 
sociation shall be held at least twice each year at 
such time and place as the association may deter- 
mine. 


NEW DIRECTOR OF THE MINT 


Raymond T. Baker, formerly connected with the 
United States Embassy in Russia and now warden 
of a penitentiary in Nevada, has been nominated by 
President Wilson Director of the Mint. 


He succeeds F. J. H. von Elgelken, who has been 
appointed president and director of the, Federal 
Land Bank of Columbia by the Federal Farm Loan 
Board. 
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Seasonal Demands For Coinage Put Peak- 
Load Pressure on the Mint 


Bankers Strongly Urged to Study Coinage 
Charts and Try to Anticipate Require- 
ments, So That They Can Be Filled Dur- 
ing the Slack Months—From Now Till 
June Demand Will Increase Steadily. 


BY F. J. H. VON ENGELKEN 
Director of the Mint 


HE. extraordinary and unusual demand for 
coinage during the last six months of the 
year 1916, and the consequent necessity of 

working the mints twenty-four hours a day, resulted 
in only partially supplying the demand of the coun- 
try. This condition made it seem advisable to pre- 
pare in the Bureau of the Mint figures showing the 
seasonal demands on our institutions by the banks 
of the country in order to enable us, in the future, 
to deal more intelligently with our high-load factors 
by creating, during slack seasons, requisite reserves 


= 
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Shipment of Nickels in $5,000 Lots. 

Each vertical space —50,000 pieces. 


to enable us to supply peak-load demands without 
being forced into overtime operations. 

The figures collected cover a period of ten 
years, and have been, in the case of the one-cent 
piece, the five-cent piece, the ten-cent piece, the 
twenty-five-cent piece and the fifty-cent piece, super- 
imposed on charts in the form of curves. Bearing 
in mind that these curves indicate, not the mechani- 
cal production of the mints, but the demands upon 
these institutions by our customers—the banks of 
the country—they are herewith submitted in the 
belief that if they are studied by the bankers with a 
view to making their requisitions upon us, to a cer- 
tain extent, during slack times, it might avoid a 
repetition in the future of the condition which has 
just passed, viz.: inability to supply the banks with 
their full coinage requirements. 

In all modern business seasonal demands or, in 
other words, high and low load-factors, are care- 
fully studied and anticipated. In the case of the 
Pullman Company, as an illustration, seasonal re- 
quirements for cars are prepared for in advance. 
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Aside from abnormal conditions, experience covering 
a period of years has plainly indicated that at cer- 
tain times a specific volume of travel it. certain 
directions can be anticipated. 

An examination of the charts referred to shows 
plainly that the same holds true in the relations of 
the banks of the country and the mints through the 
office of the Treasurer of the United States. It will 
be noticed that almost uniformly there is a slacken- 
ing of demand, reaching its lowest point about the 
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end of February. From that time on there is an in- 
crease in the demand, culminating almost uniformly 
in the month of June. In the month of July there 
is again a marked falling off in demand, and from 
the beginning of August to the end of November 
the demand continues uninterruptedly, reaching its 
highest point at the end of November. From then 
on until the first of the year there is a considerable 
slackening up. 

With the information now available to the 
Bureau of the Mint, it will, of course, be the policy 
of the Department to make every effort to lay in, 
during the slack seasons, the necessary coinage to 
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meet the abnormal demands in the last quarter of 
each year. Examination of the charts, however, 
will plainly indicate a great uniformity of demand 
upon us by the bankers of the country during the 
months of September, October and November. If, 
therefore, the bankers of the country will study 
these charts and will analyze their prospective needs 
and make their demands upon us, even though only 
in part, during the periods of low pressure, it will 
result in their being able to provide themselves more 
readily with the necessary supply of coinage to en- 
able them satisfactorily to transact their business 
during the high demand months of the year. 


. THE GREENBACK FLARE-UP 


HE United States Senate is almost but not 
7. quite impervious to the greenback sentiment. 
This was demonstrated when the Democratic 
caucus-of February 10, on the revenue bill, consid- 
ered and rejected by all but three votes the pro- 
posal of Senator Thomas of Colorado to issue $500,- 
000,000 of non-interest bearing treasury notes to 
meet the authorized preparedness expenditures. The 
Senate Democrats jumped on the Thomas scheme 
and. kicked it out of the caucus room, so to speak, re- 
turning to the excess profits and inheritance taxes 
favored by the Wilson Administration. Thus the 
issue of sound money has been fought and won 
again in Congress, the overwhelming rejection of 
the new type of greenbacks indicating that the pub- 
lic men of this day and time are more than ever 
orientated as regards the fallacies upon which such 
proposals are based. 

When Senator Overman of North Carolina pre- 
sented his proposal for a bond issue of $500,000,000, 
the Colorado Senator thought the people of the 
country ought to be saved from the burden of paying 
taxes equal to the annual amount of interest on 
these bonds. He had brought a cure-all, simple and 
effective, into the caucus chamber concealed in his 
manuscript case. 


Let the government issue non-interest bearing 


treasury notes, greenbacks in simpler parlance. In 
this way, the tax on profits would be saved, the in- 
terest on bonds would be saved; nobody would be 
taxed anything, and everybody would be happy. The 
remedy presented itself to Senator Thomas as so 
utterly simple and yet adequate that it would be 
difficult for anyone to conceive a sound criticism. 

The Senator from Colorado was prepared to 
extend this argument into many ramifications. He 
knew that there were $346,000,000 of greenbacks, or 
thereabouts, in circulation. What of it? What of 
the declaration of other Senators that the issuance 


of $500,000,000 non-interest bearing notes would de- 
crease the value of the total volume of money in 
circulation? Was not the credit of the American 
government adequate to stand such an additional 
strain? Indeed, the credit of the government was 
so great that it would not be impaired at all by the 
impingement of this new obligation. What, indeed, 
of any of these criticisms that were put forward as 
more important considerations than the fact that 
the government and the people would be saved the 
cost of preparedness? 

Simmered down, the argument amounted to 
little more than a demonstration of the way to get 
something for nothing—the old greenbackers’ lure, 
the old, old idea of ‘the irreducible, irrefragable, un- 
impairable credit of the government being sufficient 
to pay its debts without troubling the taxpayer. 
The beneficent spirit of William Jennings Bryan 
must have smiled approvingly. The hard-headed, 
practical men of modern day politics would have 
nothing of it, however. They thrust so hard with 
their challenges of the Thomas proposal that the 
debate was not long drawn out. 


Senator Owen, Chairman of the Committee on - 
Banking and Currency, made a speech which in- 
sured the defeat of the Thomas proposal. By a 
quick, sharp analysis, he exposed it as nothing 
other than the product of the old political school of 
financial thought—“wildcat” in its inspiration and 
differing from ancient greenback schemes only in 
sound. “Non-interest bearing treasury notes,” he 
revealed as a pleasant-sounding new name for an 
old instrumentality of government credit whose 
evils had long since been demonstrated and recog- 
nized by public men as well as the public. 


Only three senators voted for the proposal, of 
whom James Smith Martine, the about-to-be-retired 
member from New Jersey, was one. 

L. A. B. 


i 
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Importance of Acceptances as a Factor in 
Making the United States a World 


Financial Power 


New York Lacking in Some of the Features 
that Made London the World’s Financial 
Center, Consequently the End of the 
War and the Stoppage of War Trade and 
War Profits Will Mean a Tremendous 
Readjustment, in Which an Adequate 
Business in Acceptances Will Play a 
Most Essential Part. 


BY SRINIVAS R. WAGEL 


HE enthusiasm with which foreign business 
T was done in recent months was due, not only 
to the increase in the actual volume of 
foreign trade, but also to the hope and prospect of 
New York’s becoming the financial center of the 
world. The former reason was not so potent, be- 
cause of the fact that this trade was not built up 
by any special effort of ours. The Allies had to buy 
here, as they had no other market to look to. Fur- 
thermore, the trade was in war materials; both our 
manufacturers and bankers have been well aware 
of the fact that this will end as abruptly as it 
started. But the prospect of financing the world 
and being the arbiter of the world’s commerce was 
not merely idealistic; it was based on practical con- 
siderations. London was a financial center, not 
merely because of its pre-eminence and its wealth, 
but also by a sort of common consent among all 
nations to have one place to which they could bring 
their surplus wealth, and one place from which they 
could borrow for their needs. London had wealth in 
a liquid form; the kind of wealth which the United 
States does not possess. The accumulation in Lon- 
don represented profits from industries which had 
reached almost their full limit of growth. 


It must be evident to those who have studied 
the question, that the very fact that 3 per cent. was 
considered a high rate of interest in London before 
the war, was proof conclusive of the liquid nature 
of the surplus, as well as the abundance of it. Our 
abundance is purely in commodities and in prop- 
, erty. To put it briefly, these are not convertible. 

Only since the war have we obtained a fairly large 
measure of convertible wealth, but the total is far 
from sufficient to permit us to act as the world’s 
financier. Before we could proceed very far, the 
nations of the world should be willing and anxious 
to bring their surpluses to New York and to let us 
_invest them. This thing happened in a small meas- 
ure as regards the Scandinavian countries, Holland, 


and to a limited extent Japan. The bigger Euro- 
pean countries had no surpluses to send out, and 
they were forced to utilize even their capital wealth 
for the prosecution of the war. But it was argued 
that after the war they would have to finance 
through us, because Germany and her allies would 
prefer to go to other markets than London in 
future. There has been no other place in prospect 
but New York, which has had a considerable ac- 
cession of financial strength, as a result of the trade 
and the turn of events during the past two years. 

Unfortunately, however, our complications with 
Germany have brought about a complete reversal; 
the only market on whose strength New York could 
build up a position as the financial center of the 
world is not likely to be friendly to us any further. 
Nor would this market be on intimate terms with 
Germany after all that has happened during the 
past few months—after what is likely to happen if 
there should be a declaration of war. In any case, 
the prospect of New York’s becoming the financial 
center of the world is extremely remote. If the 
Germans have to make a choice of two evils after 
the war, they would prefer to stay in London, for 
the simple reason that they have already built up 
connections, and that although England is an old 
enemy it was also an old friend, with whom German 
trade has co-operated for several decades. Enmities 
and friendships in Europe are, moreover, not per- 
manent. The chances of the United States were 
centered in the fact that continuance of the rivalry 
and inimical feeling for a short period after the 
war might change the whole current of finance and 
international trade. That chance is not gone for- 
ever, even should there be no hostilities. 

What then are our prospects under the new 
conditjons? With the changes in the financial status 
of England, and the heavy debt that that country 
has piled up as a result of the war, there will not 
be either wealth or trust enough to let it remain as 
the financial arbiter in the same manner as in the 
past. Each country would like to be self-contained. 
An additional factor is that none of the big coun- 
tries would have surplus enough to send out any- 
where. Although it is hardly feasible that they are 
likely to be borrowers to such an extent as some of 
our economists and bankers believe, it is certain they 
are not going to be lenders, or to have even tem- 
porarily a favorable balance. It will be a matter of 
prudence, as well as necessity that each country 
should keep whatever balances it has within its own 
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boundaries, especially as the volume of international 
trade is likely to be reduced for a few decades at 
least, after the war. 

If our trade should be curtailed as a result of 
the submarine campaign, or if we should take sides 
in favor of the Allies, our first duty will be to set 
our own house in order. It will be equally as diffi- 
cult to readjust conditions here as to rebuild Europe. 
Two and one-half years of unexampled prosperity, 
high profits, high wages and inflation have already 
conspired to bring about a state of affairs which is 
far from normal. We have not had time to adjust 
ourselves to this situation, when a radical change 
appears on the horizon. Factories have been en- 
larged, profits have been invested in businesses in 
the hope of maintaining the present demand, wages 
have been raised on the basis of the high profits, 
and prices have risen as a result. The first result 
of any change will be that wages will go down, 
prices will go down and profits will drop. It is an 
axiom of economics that a property is worth a 
multiple of the yield. If there is no intrinsic value 
for any property, how will the total of our wealth 
stand if our profits are reduced? The mere reduc- 
tion in the total“is not half as harmful as the dis- 
location caused by changes in the entire industrial 
organization. Europe has lost property, and has 
lost its savings, but it has also lost men. The re- 
duced wealth, therefore, is divided among a less 
number of individuals. With us, on the other hand, 
even a war would not deplete the population to any 
material extent. 

Our only salvation will be in making up for 
what is lost in this manner by expanding our for- 
eign commerce. The factories must be kept going, 
so far as is consistent with the possibilities of sales 
of our goods. It is in this respect that the banker 
can render the most substantial aid; as a matte! 
of fact, the manufacturer cannot continue produc- 
ing unless the banker actively helps him. The 
banker alone has the mechanism to facilitate the 
trade in our products in foreign countries—although 
it is an essential preliminary, that the merchant 
should study the needs in those countries and guide 
the manufacturer as to the goods that he should 
make. 

The first essential of success in this direction is 
an adequately large business in acceptances. The 
banks in this country have made a false start; they 
émphasized the acceptance busiress only in connec- 
tion with foreign trade. As a matter of fact, it is 
still the general belief of bankers that acceptances 
always indicate foreign business. This false reason- 
ing has been due to an improper study of condi- 
tions in England, which had the largest acceptance 
market in the world before the war. It so happened 
that the foreign business was the mainstay of the 
acceptance houses in England, because all settle- 
ments, even of the commerce of such distant coun- 


tries as Brazil and China, were made through 
London. 


A short history of the growth of the London ac- 
ceptance market may not be out of place in this 
connection. The significance of acceptance is simply 
that the risk be divided as much as possible. In an 
ordinary loan transaction, the lender and the bor- 
rower are the only parties concerned, but the re- 
sult of such a transaction is that the amount loaned 
is not available for further use until the borrower 
returns the money. Locking up fixed amounts in 
each transaction is not conducive to the growth of 
business. Success in banking depends on the abili- 
ity of the banker to use available resources to the 
furthest possible extent. After a series of ex- 
periments, the bankers in England arrived at a 
modus vivendi by which the sums loaned out need ° 
not be locked up, and can continually be kept liquid, 
so far as is humanly possible. The method they 
adopted was that if several parties were made re- 
sponsible for the same loan instead of one party 
alone, there was a double advantage of accommoda- 
tion for the party needing the money, and utilization 
of the same money for other purposes. Therefore, 
they arranged that loans, as usual, should be made 
on several signatures. 

In an ordinary transaction, the manufacturer 
sells certain goods to a buyer. The buyer needs 
money to purchase the commodities in order that 
he may be able to sell at a profit. The bank wants 
to use its money at a profit and is always willing 
to accommodate the buyer. So it practically made 
no difference, so far as the risk was concerned, 
whether the buyer alone signed the document, or the 
buyer, manufacturer and the bank signed the same 
document. As is well known, the essence of bank- 
ing is confidence. The three parties mentioned 
above must have confidence in each other, otherwise 
no business would be possible. When the three 
parties sign a document, that document, instead of 
being merely a loan note, becomes for all practical 
purposes actual cash. The argument is that if at 
the due rate of maturity, the buyer is unable to meet 
the note, the holder of the note can fall back upon 
the manufacturer, as: well as the banker. This is 
purely an equation of chances. In other words, the 
chances of three parties being unable to meet a 
note on a due date are only 1-100 of one party alone 
being unable to meet the note. Consequently, a 
note with three signatures can be considered as 
money. In the language of banking, such a note is 
called an acceptance. 

In London, the acceptance business was de- 
veloped to the utmost possible limits. Although 
three signatures was the minimum, an acceptance 
paper had on many occasions from eight to ten sig- 
natures. The larger the number of parties respon- 
sible for the loan, the greater its negotiable value. 
The more the negotiable value of a document, the 
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nearer it reached the position of cash. The pre- 
eminence of London as an acceptance market was 
due to the fact that it had more surplus funds to 
Jend than any other place. Fifty years ago, Eng- 
land alone, of all the countries, had wealth to spare, 
and manufactured commodities which every other 
country in the world needed. Rails, textiles, ma- 
chinery, wool and iron and steel goods were a few 
of the commodities which England alone was able 
to supply. Naturally all other countries were 
obliged to come to the London market. Moreover, 
Great Britain’s position as an insular country neces- 
sitated, not only the purchase of raw materials for 
manufactures, »ut also purchase of foodstuffs. The 
countries that traded with England were mainly 
agricultural, and were glad to sell the surplus prod- 
uce to Great Britain. What more natural than that 
these countries should come to this market with 
their surplus wealth, especially as England alone 
had the bottoms to carry the goods to almost every 
country of the globe? London became, for all prac- 
tical purposes, the market place of the world, where 
the traders of every nationality bought and sold 
goods. In the course of business, they found it 
profitable to leave their moneys for short or long 
periods in London. The presence of divers nat-onali- 
ties enabled England to invest all available funds 
to ‘the best advantage; for the same reason, Eng- 
land was able to obtain the surplus money of all 
nations. The acceptance market in London, there- 
fore, was not only dependent on the trade of Great 
Britain, but was greatly facilitated by the trade of 
all other countries. What happened was that even 
when two of the traders of different nationalities 
that came to London traded among themselves, they 
found it convenient to use London as the medium 
of settlement. 


This short sketch of the growth of the accept- 
ance market in London is sufficient to enable us to 
understand that New York has few advantages aid- 
ing it to become the world’s acceptance market. 
Even during the period of the war, our supremacy 
in trade was due mainly to the imperative necessity 
of the Allies buying the produce of our fields and the 
manufactures of our factories. Our trade expansion 
has not had the same international support as the 
commerce of England. Furthermore, even today the 
motive power of the settlements of purchases and 
sales is the London money market. We have had an 
opportunity to carve out new paths and take the 
lead from London. Unfortunately, partly through 
ignorance of proper methods, and mainly through 
our lack of financial experience, we have let the 
opportunity slip by. 

But there is no reason why we should not make 
a beginning on an humbler scale. For good or evil, 
we are bound to play a more prominent part in in- 
ternational finance than in the past. As there is no 
possible chance of our having the surpluses of other 


nations to invest with, as London had for nearly 
fifty years, we must create sufficient amounts of 
cash to enable us to enter the field of foreign com- 
merce. It is needless to state that the expansion 
of foreign commerce is effected mainly through the 
medium of credit. In other words, unless we are 
able to grant, along with our goods, accommodation 
to our buyers, we will never be able to sell anything. 
No doubt efforts must be made to take back as much 
as possible in the shape of commodities; but that is 
only secondary. 


How are we to create the necessary funds? 
Here again, London furnishes us a very valuable 
lesson. As I have already explained, London created 
new cash by converting trade paper from a mere 
loan note into negotiable paper or funds. There is 
a fine shade of distinction between funds in the 
shape of acceptances and funds in the shape of 
currency. New cash can be created, either by mint- 
ing gold, or printing paper. There is no sense in 
creating money by minting gold, except such 
amounts as are necessary for the transaction of 
daily business. Printing paper is recognized to be 
an evil when it passes beyond the limits of the avail- 
able reserve. The object of “paper money” is to 
serve as a convenience and minimize the energy 
wasted in carriage, as well as the chances of loss. 
But the funds created by acceptance paper are sub- 
stantial, as they are based on commodity values. 
Moreover, such method militates against expansion. 
There will be more acceptance paper, when there 
is more commerce and more commodities available; 
the moment the volume of commerce is reduced, the 
volume of acceptances automatically will become re- 
duced. 


We must begin by creating a very wide market 
for acceptance paper in this country. The fact that 
foreign acceptances are not available need not mili- 
tate against the success of the scheme, because local 
commerce of the United States is larger than that 
of any country in the world. A great part of the 
funds of our banks is now locked up in commodity 
and industrial loans. As a matter of fact, our pro- 
cedure has been so wasteful that a slight reduction 
in our surplus brings about a crisis. The develop- 
ment of a check system is no doubt satisfactory, but 
checks are, for all practical purposes, currency pure 
and simple—and thus not based on the volume of 
commodities. If we have an acceptance market for 
internal trade, then there will be no chance of short- 
age of cash in our banks; more than that, there will 
be an effective check on inflation. By negotiating 
freely the paper thus created, the different centers 
can easily relieve themselves of temporary pressure 
without dislocating the financial and industrial life 
of the country. Every transaction done by a bank 
will then be based on existing commodities and ac- 
tual commerce. The banks, as well as the country, 
need never be short of currency. At present, we 
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have, apart from the gold -and silver certificates, 
about $700,000,000 worth of national bank notes and 
$298,000,000 of Federal reserve notes. This total 
ought to be more than sufficient for our needs. The 
advantage of the acceptance business is that from 
the point of view of currency, only such totals as 
are actually required will then be created, for the 
‘moment trade becomes dull or less commodities are 
exchanged, there will be less of the acceptance 
paper. 

The parties that ought to be directly interested 
in acceptances are: the manufacturer, the retailer, 
the country banks, and the banks of the big centers. 

, At present, the manufacturer and the retailer act 
independently of each other, and, as a rule, the sev- 
eral loans they make result in locking up a consider- 
able portion of the country’s available funds. If 
the acceptance system were in full operation, they 
would all work together. To take an example: the 
manufacturer obtains orders for goods from sev- 
eral customers who are retailers. The manufac- 
turer goes to the bank in the nearest center, and on 
the basis of these orders obtains a loan to buy raw 
materials, to pay wages to his workmen and to 
carry on the general business of manufacturing. 
When the time for delivery comes, the retailer goes 
to his bank and borrows the necessary funds to buy 
the materials. These two operations overlap each 


other, many a time, as orders and deliveries ure 
generally stretched over a long period. 

Efforts have already been made to create an 
acceptance market for internal trade; but a very 
poor measure of success has attended these efforts, 


because of faulty methods. It is useless to waste 
time and space criticizing them. Local conditions 
in different parts of the country will have to govern 
the procedure, but there will be general agreement 
to the main outlines of the plan which, in my 
opinion, is the best adapted to this country. The 
fundamental issue is to obtain as many signatures 
as possible. I will briefly detail the manner in which 
this end can be attained. To begin with there are 
four parties—the retailer, the country bank, the 
manufacturer and the bank in the big center like 
New York, Chicago or Boston. As present, the re- 
tailer sends in his order to the manufacturer; with 
a number of these orders and on the collateral of his 
plant, the manufacturer obtains credit from the 
bank in the big center. When the goods are deliv- 
ered, the retailer takes them up with the aid of the 
sums that he borrows from the country bank; the 
country bank uses its own credit, as well as the 
credit of its retailer-customer in order to borrow 
from the city bank and accommodate the retailer. 
This system works fairly well in practice. Never- 
theless. no one ‘can dispute the fact that it hardly 


facilitates business, as is the case in England and 
Germany. Every one of the parties mentioned has 
to take undue risks; as a matter of fact the risks 
have been so great that the banks have had to in- 
crease the interest rates, and the manufacturer and 
retailer their prices, in order to protect themselves, 
The absence of joint responsibility makes all the 
parties more or less irresponsible, and the public 
pays the piper. 

The alternative plan will be as follows: Instead 
of the manufacturer obtaining credit just because 
he has an order, why not make the order the basis 
of credit granted to him by the bigger banks? In 
other words, the banks ought to make the loan to the 
manufacturer subservient to the enforcement of the 
contract between the retailer and the manufacturer. 
Once the manufacturers are informed that the pos- 
session of orders alone are insufficient to obtain 


* credit, they have the very easy means of converting ° 


the retailer’s order into a contract. In practice, an 
order has the same validity as a contract, only the 
retailer believes that he is not binding himself in 
any legal way; that is, he wants to have the satis- 
faction of fulfilling a moral obligation instead of a 
legal one. It ought to be easy to prove that such 
an attitude is contrary to the principles of good 
business; further, that the transformation of the 
order into a contract may help finally toward a re- 
ducion in the prices of articles. When the fe- 
tailer’s contract with the manufacturer obliges the 
manufacturer to deliver the goods to the retailer, 
and the retailer to purchase the goods, the banker 
has a better guarantee and can afford to let money 
out at lower rates of interest. 

The situation can even be bettered by the entry 
of the country bank into this business. Why not 
ask the country bank to sign the contracts? In the 
end, the country bank has to finance the retailer. 
At present, the country bank knows nothing about 
the several ventures which a single retailer may 
enter into, although it has to carry him for large 
amounts on its books. Under the scheme by which 
the country bank will have to countersign the re- 
tailer’s contract, the bank will be in a position to 
know precisely the extent and the character of the 
business of its client. When a bank in New York, 
Chicago or Boston has a paper with the signatures 
of the retailer, the manufacturer and the country 
bank, and lends money on such paper, it has a credit 
which is almost equivalent to currency. It would 
be unusual for all the three parties to be unable to 
meet the note on the due date; that assurance is 
sufficient for a city bank to lend its own signature 
and rediscount the note, if it should ever be in need 
of funds. In other words, an acceptance market 
for internal trade will thus be created. 


i 


March, 1917 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


721 


How to Read the Weekly Statement of the 
Federal Reserve Banks 


BY GEORGE LEWIS 


into operation there has been published by 

the Federal Reserve Board a weekly state- 
ment showing the condition of the twelve Federal 
reserve banks and a consolidated statement of all 
the banks, with comparisons, Federal reserve 
agents’ reports, etc. From time to time the form 
of report has been changed, but in its essential fea- 
tures the statement has remained the same and, it 
is presumed, has been scanned and understood gen- 
erally by careful bankers throughout the country. 
Recent developments, however, indicate that there 
is more or less confusion and even misconception 
as to the meaning of certain items in the reserve 
banks’ statements. In a measure this is due to tech- 
nicalities employed by the statistical experts who 
prepare the reports, but to a larger extent is it 
traceable to unfamiliarity with the provisions of the 
Federal Reserve Act. It is safe to say that most of 
the questions could be answered readily by referring 
to a copy of the law. 


“It seems,” writes a correspondent, .a young 
bank clerk in the West, “that very few bank em- 
ployees are able to understand these statements even 
through they may have a fairly good knowledge of 
the provisions of the Federal Reserve Act.” He 
cites the statement of January 26, and asks a num- 
ber of questions. Both statement and questions 
follow: 


B=: since the Federal reserve system went 


FEDERAL RESERVE BANK STATEMENT 


Resources and Liabilities at close of business Jan. 
26, 1917 


RESOURCES. 
Jan. 26, 1917 


$302,341,000 
213,771,000 


1,813,000 


$517,925,000 
17,579,000 


$535,504,000 


Jan. 19, 1917 


$288,309,000 
212,051,000 


1,783,000 


“$502, 143.000 
8,538,000 


Gold coin and certificates in 
vaults 

Gold settlement fund 

Gold redemption fynd with 
U. S. Treasury 


Total gold reserves 
Legal tender notes, silver, etc.. 
Total reserve $510,681,000 
Five per cent. redemption fund 
against Federal Reserve 
bank notes 
Bills discounted—members 
Acceptances bought eae 
United States bonds “oe 
One year U. S. Treasury notes. 
Municipal warrants 


400,000 
15,711,000 
97,697,000 
36,122,000 
19,647,000 
12,259,000 


$181,426,000 
27,061,000 


4,123,000 
126,437,000 
13,609,000 


37,899,000 
18,314,000 
10,596,000 


$192,475,000 
92,21 


Total earning assets...... 
24,064,000 


Federal Reserve Notes (Net) (2) 

Due from other Federal Reserve 
(3) 

Uncollected items 

All other Resources 


Total Resources 


LIABILITIES. 
Jan. 26,1917 Jan. 19, 1917 
55,694,000 55,642,000 
28,410,000 
count 


( 687,841,000 669,874,000 
Member bank deposits (Net)... 
Collection items ° 97,374,000 109,734,000 
Federal Reserve notes (Net). (6) 13,509,000 13,890,000 
Federal Reserve bank note lia- 
bilit (7) 
289,000 


$880,314,000 
73.8% 
76.3% 


Capital paid in 


Government deposits 25,607,000 
Due to members—Reserve 


269,000 
$87,819,000 
73.4% 
74.6% 


Total liabilities 

Gold reserve against net deposit 
and note liabilities 

Cash reserve against net deposit 
and note liabilities 

Cash reserve against net deposit 
liabilities after setting aside 
40% gold reserve against 
aggregate net liabilities on 
Federal Reserve notes in 


circulation 77.0% 73.3% 


Questions 

1—The term “Federal reserve bank note” does not 
appear in the Act, therefore I am assuming 
that this redemption fund covers the entire 
issue of the bank’s notes or $8,000,000. The 
question then arises, What is item (2)? Under 
the provisions of the Reserve Act, banks are 
not permitted to hold the notes of other banks 
or to pay them out except under penalty, yet 
this amount is greater than the banks’ issue of 
notes. Is it likely that this could include notes 
of other banks in course of exchange? 

8—How can this item be carried as an asset in the 
column of January 19? 
4—Of what would this consist? 
5—Why do member banks carry no deposits other 
than the reserve fund? 
6—This item upsets my theory that the total issue 
of the banks is $8,000,000, and as the same 
heading appears in both assets and liabilities, 
it is confusing. 

7—Again the term Federal reserve bank note is 
used as distinct from Federal reserve notes 
and the question is, Why no liability for these 
notes when there is evidence.that $8,000,000 of 
them have been issued. 

One other question apart from the attached 
statement. Is a Federal reserve bank charged in- 
terest by the Federal Reserve Board on notes issued 
to it? If so what is the rate? Reference is made 
to the subject in section sixteen, but is not clear 
to me. 


One of the first things to be said about the 
statement is that it is not correct. That is to say, 
it is clipped from a financial paper or a local daily 
which printed “Due to other Federal reserve banks 
(net)” under resources when the item should have 
read “Due from other Federal reserve banks (net) ,” 
with a note to the effect that this was “Net amount 
due to other Federal reserve banks.” This seems 
like a mere technicality, but if thus correctly 
worded the item appearing as a minus quanitity 
would have shown on its face that it. was put in 
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5,354,000 
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as a matter of bookkeeping only and would have 
explained also why the same item could be carried 
as an asset in the statement of the previous week. 
Another error is one of omission, in not giving 
the detailed report of the twelve Federal reserve 
banks, which in a memorandum at the close would 
have shown the total amount of Federal reserve 
notes issued to the banks and in circulation, and 
would have avoided the confusion which is so ap- 
parent in the mind of the one who framed the 
questions. 


Instead of answering the questions directly, it 
will serve a wider purpose to take up the various 
items of the statement one at a time and explain 
their meaning. But first it seems necessary to call 
attention to the fact that while the term “Federal 
reserve bank note” does not appear as such in the 
language of the Act, notes of this character are 
provided for in section eighteen, paragraph six. 
The Kansas City bank has taken advantage of this 
clause to issue such notes, but as they are no dif- 
ferent in principle from bond-secured bank notes 
and have all of the disadvantages of such notes, 
their issue by the reserve bank at Kansas City has 
been generally disapproved as tending to continue 
an unscientific system solely for money-making 
purposes. 


The matter contained in the questions which 
have been reproduced may seem elementary, but 
they serve to show a condition of mind that requires 
a remedy. For the purposes of a detailed explana- 
tion, however, the latest statement of the Federal 
reserve banks at the present writing, namely for 
the week ending February 16, is herewith presented. 


The first item, “Gold coin and certificates in 
vault,” scarcely needs explanation. It is the back- 
bone of the banks’ total reserve of gold and lawful 
money which under the terms of the Act (section 
sixteen) they are required to hold. The “Gold set- 
tlement fund,” established by the Federal Reserve 
Board for the purpose of enabling the reserve banks 
to make weekly telegraphic clearings among them- 
selves, is also counted as part of the gold reserve. 
The same thing applies to the “Gold redemption 
fund with the United States Treasurer,’ which the 
banks are required to keep with the Treasurer for 
the purpose of redeeming such Federal reserve notes 
as are presented for that purpose at the Treasury 
of the United States. The law fixes this redemption 
fund at a minimum of 5 per cent. of the notes issued, 
but permits it to be counted as part of the 40 per 
cent. reserve in gold or lawful money required to be 
held against Federal reserve notes in actual circu- 
lation. The addition of “Legal tender notes, silver, 
etc.,” to the total gold reserve gives the grand total 
of reserve in gold or lawful money held by the 
reserve banks. 


STATEMENT OF COMBINED RESOURCES AND LIA- 
BILITIBS OF THE TWELVE FEDERAL RESERVE 
BANKS OF THE UNITED STATES AT 
CLOSE OF BUSINESS FEBRUARY 16, 1917. 


RESOURCES 


Geld coin and certificates in 
vault 


Feb. 16,1917 Feb. 9, 1917 


$274,367,000 
216,221,000 


1,804,000 


Total gold reserve $492,392,000 
Legal tender notes, silver, etc.. 7,609, 


$274,194,000 
212,961,000 


1,734,000 


$488,889,000 
,000 10,633,000 


$500,001,000 $499,522,000 


400,000 400,000 
19,553,000 16,200,000 
126,054,000 112,092,000 
29,471,000 29,470,000 
18,647,000 18,647,000 
16,678,000 14,833,000 


$210,403,000  $191,242,000 
$22,520,000 $23,290,000 
7,840,000 
144,249,000 
8,619,000 


$894,032,000 


Gold redemption fund with U. 8. 
Treasurer 


Total reserve 

Five per cent. redemption fund 

against F. R. bank notes.. 
Bills discounted—Members . 
Acceptances bought 
United States bonds 
One-year Treasury notes 
Municipal warrants 


Total earning assets 
Federal reserve notes—Net 
Due from other Federal reserve 

banks—Net 
Uncollected items 
All other resources 


13,255,000 
121,225,000 
11,078,000 


$860,012,000 


Total resources 


LIABILITIBS. 


Capital paid in 

Government deposits 

Due to meambers—Reserve ac- 
count 

Member bank deposits—Net.... 

Collection items 

ederal reserve notes—Net 

All other liabilities 


Total Habilities 
Gold reserve againgt net deposit 
and note Habilities 
Cash reserve against net deposit 
and note liabilities 
Cash reserve against net deposit 
liabilities after setting aside 
40% gold reserve against 
aggregate net liabilities on 
Federal reserve notes in 
circulation 
Memorandum: Distribu- 
tion by maturities: Feb. 
16, 1917 - 16-30 days 
Bills and acceptances 28,602,000 
Municipal warrants 921,000 


$55,773,000 


$55,713,000 
10,851,000 


15,525,000 
678,170,000 
121,218,000 
17,089,000 
510,000 
$894,032,000 
11.8% 

72.9% 


$860,012,000 
73.0% 
74.6% 


75.3% 


A word of comment on the reserve question may 
not be amiss. From the standpoint of efficiency and 
availability the physical location of the gold is im- 
material, so long as it is all a part of the great cen- 
tral gold reservoir of the Federal reserve system, 
and under the control of the Federal Reserve Board 
rather than scattered among several thousand banks. 
This idea is a new one in American banking prac- 
tice, but its importance and value have already been 
recognized. When it was enunciated at the Kansas 
City convention of the American Bankers Associa- 
tion last fall by Paul Warburg of the Federal Re- 
serve Board, George M. Reynolds was quick to an- 
nounce that while his institution, the Continental 
and Commercial National Bank of Chicago, had 
hitherto carried one-third of its legal reserve money 
with the Federal reserve bank and the other two- 
thirds in its own vaults, he had “already given in- 
structions that the reverse of that condition should 
be true, and that in the future it is our purpose to 


Gold _ settlement fund........... | 


724 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


carry two-thirds of that balance with the Federal 
reserve bank and only one-third in the institution’s 
vaults.” 

Now as to the item, “Five per cent. redemption 
fund against Federal reserve bank notes.” As al- 
ready explained, while not mentioned as such in the 
Reserve Act, the Federal reserve bank notes are 
provided for in section eighteen which permits the 
issue of circulating notes, to the par value of the 
bonds, against United States bonds, “or any bonds 
with the circulating privilege,” deposited with the 
Treasurer of the United States. It is further pro- 
vided that notes so issued “shall be issued and re- 
deemed under the same terms and conditions as na- 
tional bank notes.” Thus it will be seen that this 
particular redemption fund has nothing whatever 
to do with the issues of Federal reserve notes. 

The next five items in the statement—“Bills 
discounted,” “Acceptances bought,” “United States 
bonds,” “One-year treasury notes” and “Municipal 
warrants”—are self-explanatory and appear in the 
footing, “Total earning assets.” In the detailed 
statement of the condition of the twelve reserve 
banks the item of acceptances is designated “bills 
bought in open market” and added to ‘bills dis- 
counted—members” to give the “total bills on hand”; 
while the remaining three earning assets are 
grouped under the head of “investments.” 

We come now to the most puzzling part of the 
statement, “Federal reserve notes—net.” As this 
item appears also on the liability side of the state- 
ment, it is a fair question how it can be both asset 
and liability at the same time. In order to under- 
stand the matter, it must first be borne in mind that 
Federal reserve notes are issued by the Federal re- 
serve agent to the Federal reserve bank on deposit, 
with the agent, of commercial paper to an amount 
equal to the face value of the notes. At the pres- 
ent time the amount of notes issued to the public 
is far in excess of the commercial paper in the 
hands of the agents, because gold has been deposited 
to reduce the liability. Thus in the statement of 
the Federal reserve agents as of February 16, the 
gold held in reduction of liability on outstanding 
notes is $297,270,000, while the commercial paper 
held as security for the same purpose is only 
$24,183,000. The total of Federal reserve notes 
issued to the banks is seen. by reference to the 
reserve agents’ reports to be $321,453,000. Coming 
back now to the statement of the Federal reserve 
banks, the word “net” as applied to Federal re- 
serve notes on the asset side has been added in 
order to cover cases when the bank holds notes in 
excess of the paper pledged with the Federal re- 
serve agents. The following example will illustrate 
this point: 

Net amount of Federal reserve notes issued 


March, 1917 


Amount of notes in hands of bank 
Gold deposited with Federal reserve agent.... 
Paper pledged with Federal reserve agent.... 


Federal reserve notes carried to net 


It will be seen from the above that the excess 
of notes held by the bank over and above the lia- 
bility on its notes (secured by paper pledged with 
the agent), or $1,000, is the amount carried to 
“Federal reserve notes, net.” 


On the liability side, the addition of the word 
“net” to the liability on Federal reserve notes is 
made for the reason that this liability is figured by 
deducting from the total net amount of notes issued 
to the bank the amount of lawful money deposited 
with the Federal reserve agent, as well as the 
amount of Federal reserve notes in the hands of the 
banks. The composite statement of the twelve 
banks gives the net on one side or the other, as 
net asset and net liability of the individual banks 
are balanced one against another. It will be seen, 
therefore, that these two items have nothing what- 
ever to do with showing the total of Federal re- 
serve notes in circulation. 


The next item is “Due from other Federal re- 
serve banks—net.” This consists of collected funds 
and represents the difference between the net 
amounts due from and the net amounts due to other 
Federal reserve banks, as explained in the note (a) 
accompanying the detailed statement of the twelve 
banks. When the net amount “due to” is greater 
than the net amount “due from,” this item will be 
carried as a minus quantity (for purposes of com- 
parison with the preceding week) to show that it 
is a liability, as in the case of the statement of 
January 26. 


“Uncollected items” seems to be a hard nut to 
crack and apparently has puzzled bankers to a large 
extent, especially as the heading “Collection items” 
appears on the liability side. “Uncollected items” 
represents items in transit for collection, exchanges 
for clearing house, checks and other cash items. 
“Collection items” includes amounts credited to 
member banks not available as reserve, cashiers’ 
checks, expense checks, return item checks, dividend 
checks, Federal reserve bank drafts, and amounts 
credited to Federal reserve banks not yet collected. 
“The difference between ‘Uncollected items’ on the 
asset side and ‘Collection items’ on the liability 
side gives the ‘float’ carried by the Federal reserve 
banks,” says one Federal reserve expert. Another 
says: “The ‘float’ is the volume of items in process 
of collection which have not been charged to the 
collecting bank, less that portion of those items for 
which credit has not been given as reserve. It will 
be seen, therefore, that as cashier’s checks, expense 
checks, etc., are included in the credits, it is im- 
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possible to figure the float accurately from the con- 
densed statement.” The layman is invited to take 
his choice. 

It is important to observe that the item “Due 
to member banks—reserve account” on the liability 
side is distinct and separate from “Collection items” 
and includes collected items as well as cash deposits 
which count as the immediately available reserve ac- 
count of the depositing member banks. The law 
fixes the amounts required to be paid into the reserve 
banks as reserves, and as member banks receive no 
interest on such deposits the answer to the fifth 
question at the commencement of this article, “Why 
do member banks carry no deposits other than the 
reserve fund,” is obvious. 

The item “Capital paid in” requires no ex- 
planation. Neither does “Government deposits,” un- 
less it is pertinent to observe in passing that this 
item would be very much greater if the original in- 
tent of the framers of the Reserve Act had been car- 
ried. out to the extent of making the deposit of 
United States funds with the reserve banks man- 
datory instead of discretionary with the Secretary 
of the Treasury. 

The remaining items on the liability side have 
already been explained in connection with what has 


gone before. The final question is whether a Fed- 
eral reserve bank is charged interest on the notes 
issued to it. The answer is, that while the Board 
has the power to fix an interest rate for such pur- 
pose, up to the present time no interest has been 
charged. 

It will do no harm for those who discuss the 
Federal reserve system to familiarize themselves 
with the proper terms of its component parts. It 
took a long time to drive the term “regional bank” 
out of the lexicon as applied to the reserve banks, 


‘and now it seems equally important to impress on 


bankers and business men generally that the Fed- 
eral Reserve Board and the Federal reserve banks 
are not the same thing. Many persons speak of 
“joining the Federal Reserve Board” when they mean 
to say “joining the Federal reserve system.” There 
is no doubt that a good deal of the existent con- 
fusion in the minds of those who talk about the sys- 
tem is due to lack of precision in using terms. In 
an organization so young in years as the Federal 
reserve system, a thorough grounding in the details 
of its nomenclature, such as can be readily acquired 
by a careful reading and study of the act, is a real 
necessity and will prove of the highest value in 
practical banking operation. 


UNCLE SAM’S LAUNDRY MAY BE ENLARGED 


The laundering of paper money is no longer an 
expcriment or a novelty. The washing of bills by 
the Treasury Department has met with such suc- 
cess that Director of the Mint von Engelken has 
caused experimentation in washing silver and gold 
coins. If these experiments are successful, each 
United States mint will be provided with a coin 
washing machine which will restore the original 


lustre. As for pennies, Mr. von Engelken is con- 
sidering a process of calorizing by electricity. This 
process would slightly change the color of the cop- 
per coins but it would harden them. Judging from 
the soiled condition in which many of the new dimes 
have found their way back to the treasury, the new 
ten-cent pieces will be the most frequent visitors to 
the proposed department of Uncle Sam’s laundry. 


BANK OF FRANCE APPOINTED CORRESPONDENT 


On February 28 the Federal Reserve Board 
authorized the appointment of the Bank of France 
a correspondent of the Federal reserve bank of 
New York. It is understood that other Federal re- 
serve banks will be participants in this arrange- 
ment. The establishment of foreign banking con- 


Chile is no longer under the necessity of order- 
ing its paper currency and postage stamps in the 
United States. The Chilian government has estab- 
lished works for the preparation of these necessities. 
The machinery was obtained in England. 


nections is authorized by the Federal Reserve Act 
and this action is consistent with the inauguration 
of banking relations abroad by the appointment of 
the Bank of England as correspondent of the New 
York reserve bank, and the subsequent appoint- 
ment of the Philippine National Bank as corre- 
spondent of the San Francisco reserve bank. 


The 1916 gold output of the United States was 
only $92,000,000, but it still far outranks any other - 
country except the Transvaal mining. region of 
South Africa. The United States output equals 20 
per cent. of the world’s. 
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DEL MAR COLLECTION ADDED TO THE A.B. A. LIBRARY 


lection of Alexander Del Mar have been 

added to the library of the American Bank- 
ers Association.” The collection, unique in all re- 
spects, consists of several hundred books and thou- 
sands of pamphlets, manuscripts, clippings and ex- 
tensive notes on the financial and monetary studies 
made by Mr. Del Mar in the libraries of Europe. 
The entire collection is covered by an index con- 
tained in about 15,000 cards. The reference system 
permits ready access to information on both his- 
torical and current and existing affairs concerning 
finance, commerce, money, banking, etc. 

This invaluable addition to the library will be 
known as the Alexander Del Mar Collection of the 
Library of the American Bankers Association. It 
will be placed in the rooms heretofore occupied by 
the secretary of the New York State Bankers Asso- 
ciation and thereby give the entire twelfth floor of 
the Hanover Bank Building to the exclusive occu- 
pancy of the general offices of the Association. 

In order to estimate the value and usefulness 
to the banking fraternity of Mr. Del Mar’s collection 
it is necessary to state under what circumstances 
it was formed, from what sources it has been derived 
and the purpose it has served and is still serving. 


Mr. Del Mar is a native of New York and he 
has been engaged in writing on general financial, 
statistical and historical subjects since 1855. He 
has been the editor of many publications, including 
the Commercial and Financial Chronicle and he has 
been-a heavy contributor not only to technical maga- 
zines but to the daily papers. In 1865 he was ap- 
pointed director of the United States Bureau of 
Commerce and organized the statistical department 
whose work was subsequently amplified until it de- 
veloped to such proportions that the bureau was re- 
organized into the Department of Commerce and its 
head made a Cabinet officer. It will be seen, there- 
fore, that Mr. Del Mar has been an active student 
and writer on commercial and financial subjects for 
over sixty years. Now at the age of eighty he is as 
active as ever. 

In the course of his voluminous studies and in- 
vestigations Mr. Del- Mar has purchased both in 
Europe and in America thousands of books which 
have been digested and rearranged and eliminated 
until the accumulation in its present form consists 
of working tools of great value. There are many 
rare books in the collection, for some of which Mr. 
Del Mar paid as high as fifty dollars, and he has 
made extracts and digested information from other 
books of which copies could not be purchased at all 
His purpose has been to bring together in one col- 
lection all the experience of the past on financial 


a books and the literary and statistical col- 


date by adding that part of current production 
which gives promise of survival. The collection com- 
prises about 1,300 works. The extracts, copied 
largely from works in the great libraries of London, 
Paris, Berlin and Vienna, fill about 800 note-books 
with a card index of 12,000 to 15,000 titles. Mr, 
Del Mar describes the whole as an “up-to-date pan- 
dect, capable of responding to almost any financial, 
commercial, historical or chronological inquiry.” 

From this great reservoir of information Mr, 
Del Mar has completed many financial and commer- 
cial books which have been published under his 
name. From it he has earned a literary income of 
no mean amount and he says that although for the 
past twenty years he has been actively engaged in 
writing financial articles, he has not found it neces- 
sary to consult the libraries of the metropolis. In- 
deed, he has donated to the Public Library of New 
York several hundred works for which he had no 
further use. 

Among Mr. Del Mar’s published works are: 
History of the Precious Metals; History of Money 
in Ancient States; History of Monetary Systems; 
The Science of Money; History of Monetary Crimes; 
History of Money in Modern States; The Aryans 
and the Conquest of India, and many others. To 
these must be added about 200 pamphlets which 
cover a wide range within the limitations of the 
subject to which he has devoted his attention. 

There are also in the collection fourteen unpub- 
lished manuscripts. These works are practically 
finished and need only arrangement of foot notes, 
revision of statistical tables and minor additions to 
render them complete for study or publication. In 
this list are included: History of Money in States, 
not included in previous works, viz., Korea, Cochin- 
China, Burmah, Siam, Manchuria, aboriginal Africa, 
modern Italy, including Venice and Genoa, Poland, 
modern Greece, Balkan States, Switzerland, Canada, 
Venezuela, Mexico and Peru; History and Princi- 
ples of Taxation; History of Civilization in Europe 
and America; Hydraulics of the Golden Rivers; 
History of Money in the United States During the 
Nineteenth and Twentieth Centuries, with an ap- 
pendix on the history of money in the Confederate 
states; History and Romance of Gold; History and 
Principles of the Rate of Interest for Money; Poli- 


_tics of Money, and others. 


The Del Mar collection will soon be installed 
in its new quarters and Mr. Del Mar will have a 
desk there where he can work if he wishes to. It is 
his purpose to spend his leisure in completing the 
index and rearranging the works so that they will 
be better adapted for general reference purposes. 
In this connection he will have the assistance of the 


and commercial topics and to keep the whole up-to- regular library staff. 
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Reserve Bank System’s Gain of State Banks 
Partly Offset By Withdrawals 


State Institutions Still Manifest Aversion to 
Coming Under Federal Control—While 
188 State Banks Have Joined the Sys- 
tem, 124 National Banks Have Left It 
and Surrendered Their Charters. 


BY HOMER JOSEPH DODGE 
Editor, The Bankers’ Information Service 


trust companies have joined the Federal re- 

serve system under the provisions of the 
Federal Reserve Act opening a way for their mem- 
bership has brought about a belief that financial 
institutions operating under state charters have 
treasured their immunity from Federal domination. 
In the main, this is the true situation. State banks 
and trust companies have shown a distinct disin- 
clination to cast their lot with the national banks 
of the country which, by the terms of the Reserve 
Act, were compelled to become member banks. 

Thirty-seven state banks and trust companies 
have entered the system retaining their state char- 
ters, but a different aspect is placed on the situation 
when the number of banks which have been con- 
verted from state institutions to national banks and 
thereby have been drawn into the system is taken 
into consideration. 

During the first two years of the life of the 
Federal reserve system 101 state banks were con- 
verted into national banks and came directly into 
the system as member banks. Added to the thirty- 
seven state banks which entered as such, this repre- 
sents the addition of 138 state bank and trust com- 
pany organizations to the Federal reserve system 
during the first two years of its existence. 

Opposed to these figures are those representing 
the number of national banks which, either from 
dissatisfaction with reserve system membership or 
for other reasons, have liquidated as national banks 
and taken out state charters. 

During the first year of the operation of the re- 
serve system eighty-four national banks liquidated; 
of these twenty-two reorganized as state banks, and 
seventeen were absorbed by or consolidated with 
state banks or trust companies. During the second 
year of the operation of the system 135 national 
banks liquidated and of these twenty-three were ab- 
sorbed or consolidated with state banks and trust 
companies and sixty-two reorganized as state banks. 

This, then, means that for the 138 institutions 
which have changed their state bank status for 


TT" fact that but thirty-seven state banks and 


Typical News Bulletin Issued by the Comp- 
troller 
Office of the Comptroller of the Currency 
For the Press 
Feb. 12, 1917. 
CHARTERS ASKED FOR AND CHAR- 
TERS GRANTED IN JANUARY. 

In January, 1917, the Comptroller of the 
Currency received forty applications for char- 
ters for new national banks, with capital of 
$3,555,000, as compared with eighteen appli- 
cations in January, 1916, with capital of 
$1,200,000. 

In January, 1917, thirteen charters were 
granted, capital $1,005,000, as compared with 
nine charters granted in January, 1916, with 
$705,000 capital. 

In January, 1917, twenty-four national 
banks increased their capital stock in the sum 
of $1,875,000, against twelve banks increasing 
their capital in January, 1916, by $500,000. 

One bank reduced its capital in January, 
1917, $50,000, while in the same month last 
year one bank reduced capital $20,000. 

Nine national banks went into voluntary 
liquidation (exclusive of those consolidating 
with other national banks) in January, 1917, 
their capital being $625,000, as compared with 
thirteen banks liquidating in January, 1916, 
with a capital of $1,215,000. 


membership in the Federal reserve system 124 na- 
tional banks have deserted the system through liqui- 
dation to take out state charters. Thus, there is a 
net gain of fourteen state banks for the system. 
This exchange, although leaving the system richer 
by but fourteen state banks so far as numbers of 
organizations are concerned, has represented a big 
gain in capital to the Federal reserve system. 

The Comptroller of the Currency, in reporting 
liquidations, states that in a majority of cases the 
freer rein given banks desiring to do a fiduciary 
business and carry on other transactions not per- 
mitted by the Federal Reserve Act by state banking 
laws has been the lure which has attracted these 
institutions away from the system. 

The state banks which have come into the Fed- 
eral reserve system during the first two years of its 
operation by means of conversion to national banks 
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have brought in an aggregate capital of $7,084,500. 
State banks and trust companies entering directly 
have brought in $25,434,000 in new capital, making 
a total of $32,518,500 capital gained. 

National banks liquidating and being absorbed 
by or consolidating with state banks have taken out 
a capital of $4,588,000 and national banks liquidat- 
ing and organizing as state banks have bereft the 
system of capital amounting to $5,755,000. This 
makes a total capital of $10,343,000 of which the 
Federal reserve system has been deprived through 
the superior attractions of state charters over Fed- 
eral reserve system membership. Thus the net gain 
to the system from these operations is $22,175,500. 

But sericus doubt properly may be entertained 
as to whether the state institutions which have 
taken out Federal charters and thus have become 
member banks have done so to come under the wing 
of the system. Doubtless this has bean the motive 
in some cases, but it can hardly be said of all. In 
fact, the figures would show that change from state 
regulation to Federal regulation entailing compul- 
sory membership in the Federal reserve system has 
been retarded by repugnance for that membership. 

For, in the period from 1900 to late in 1916, a 
total of 987 state banks were converted into national 
banks. This gives an annual rate of conversion of 
approximately 61%. For the two years of the 
operation of the system, the conversions numbered 
but 101 or at the rate of 50% a year, a marked de- 
cline from the average. Furthermore, all classes of 
recruits to the national banking system show a fall- 
ing off for the two years which measure the exist- 
ence of the reserve system. There were 200 addi- 
tions to the national banking system in 1914, while 
there were but 1388 in 1915 and only 108 in 1916. 
However, the organization of national banks has 
shown a steady decline since 1907, when 490 new 
banks were organized. 

The Federal Reserve Board has by no means 
despaired of gaining the confidence of the state 
banks and trust companies. At times it has mani- 
fested considerable rancor against the studied oppo- 
sition to the system evinced by state banks and state 
banking authorities. It has attributed this opposi- 
tion partially to Jealousy and has upbraided state 
interests for laying at one side the best interests of 
the whole banking system of the country. 
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In its last annual report the Board said: “There 
are indications that large institutions are awaken- 
ing to a sense of public duty and are besides grad- 
ually reaching the conclusion that their own best 
interests require their affiliation with the Federal 
reserve system. Many apprehensions previously en- 
tertained by non-member banks have been shown to 
be groundless, and the attitude of the Board toward 
state banks as members is better understood. The 
public, moreover, is beginning to realize that its in- 
terests will be best served by the amplification and 
fullest development of the Federal reserve system.” 

The Board feels that at the first indication of 
real financial stress the state banks and trust com- 
panies will come flocking to the system.: Its policy 
is to welcome them and, even pending their decision 
to enter the system, to extend what indirect aid it 
may through member banks. Thus, recently, in 
Seattle, when the failure of a group of state banks 
seemed temporarily to threaten local unrest in the 
banking community the Federal Reserve Bank of 
San Francisco stepped in and brought substantial 
succor to the embarrassed institutions, although not 
member banks. 

The coming of peace is expected to bring many 
recruits to the system from the state banking world. 
The Board now is building up an elaborate fabric 
of connections, domestic and foreign, calculated to 
strengthen the hands of the American banker in the 
stirring times which all predict will come with the 
conclusion of a peace in Europe. The Federal re- 
serve banks are being encouraged to reach out and 
establish connections with the European financial 
capitals, with South America and with the Orient 
which will stabilize foreign exchange and facilitate 
the carrying on of a brisk and expanded foreign 
trade. 

New legislation and regulations and _ policies 
of the Board are looking toward the strengthening 
of the gold position of American banks with a view 
to lessening the dangers of stringency which may 
come when Europe turns her efforts from the busi- 
ness of defense to the rehabilitation of trade. 

These advantages, the Board feels, are not 
small ones. It believes that the state banks will 
soon see an advantage in affiliation with so compre 
hensive an array of banking machinery and ‘tke 
occasion to pursue it. 


NEW GREENBACKS MAKE THEIR APPEARANCE 


In accordance with a recent decision of the 
Treasury Department to issue greenbacks in small 
denominations in place of those of $10 and more, 
the new form of currency has made its appearance. 
_ The action was taken by the government to relieve 


the scarcity of bills of small denominations. The 
issuance of these notes does not increase the amount 
of the greenback issue; it merely involved the can 
cellation of bills of the larger denominations and 
the printing of the smaller ones instead. 
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ANNUAL TRUST COMPANIES’ BANQUET 


HE seventh annual banquet of the Trust Com- 
T panies of the United States, held Monday 
evening, February 26, at the Waldorf- 
Astoria, New York, brought out an attendance of 
740 trust company men from almost every part of 
the country. New Jersey particularly, as President 
Uzal H. McCarter of Newark pointed out in his 
remarks as toastmaster, was amply represented; 
for besides the President of the Trust Company 
Section, who made a splendid toastmaster, there 
was former Governor Edward C. Stokes of New 
Jersey, who shared the speakers’ program with Sir 
Edmund Walker, head of the Canadian Bank of 
Commerce. The decorations were American flags, 
the souvenirs were silk American flags and the 
whole spirit of the assembly breathed a patriotic 
appreciation of this country’s delicate position in 
foreign relations. This spirit was well expressed 
by Governor Stokes when he drew applause by the 
following statement: 


“As I review the precedents of American his- 
tory and remember how the nation has rallied in 
every crisis in the past and found no sacrifice too 
great to save the right, I am confident that once 
again when the hour strikes, American manhood and 
character will vindicate itself and make America 
honored and respected by the peoples of the earth.” 

President McCarter in the course of his re- 
marks took occasion to review very briefly the mat- 
ter of the trust company litigation to test the con- 
stitutionality of section eleven, paragraph k, of the 
Federal Reserve Act, conferring fiduciary powers 
on national banks, and to justify the attitude of 
the trust companies on that score. He said in part: 

“I do not believe that there is one trust com- 
pany in thé country doing a fiduciary business, un- 
der improved methods and upon a substantial scale, 
that has the slightest fear of competition from any 
other institution, or class of institutions, doing a 
business of similar character, under like conditions 
and like limitations; but trust companies do object 
to, and protest against, any institution or class of 
institutions, attempting to do that most sensitive of 
all businesses, where they have not the legal right so 
to do, or where there exists, as at the present time, 
a serious doubt in the minds of many of the ablest 
lawyers in the country as to their right so to act. 
I think I speak for the trust companies of the coun- 
try, as I know I do for those represented by the 
officials of the Trust Company Section of the Ameri- 
can Bankers Association, and for the committee hav- 
ing the litigation in charge, when I say that, should 
the Supreme Court of the United States decide the 
matter at issue in favor of the supporters of the 
Federal Reserve Act, all opposition on the part of 


the trust companies will cease and the national 
banks will be welcomed by them into the business— 
assuming, of course, that all classes of institutions 
undertaking the work are to perform this great pub- 
lic service under like conditions and restrictions. In 
this matter there is not, nor has there ever been, 
the slightest particle of jealousy on the part of the 
trust companies. In what they have done they have 
been actuated by what they conceive to be their 
duty in the protection of their business, which is 
founded upon the confidence of the public, and with- 
without which the business will die.” 


Sir Edmund Walker told something of what had 
been done by Canada as its share of help in the 
prosecution of the war. Concerning war loans and 
general financing, he said: 


“In July, 1915, mainly because of capital ex- 
penditures which could not be arrested, Canada 
made her first loan in New York, borrowing twenty- 
five millions for one year and twenty millions for 
two years. 

“By the end of 1915 we began to feel the good 
effects of the stoppage of public and private build- 
ing, and the exercise of public and private economy, 
and of the export of all kinds of munitions, such as 
foodstuffs, clothing, saddlery, shells, rifles, etc. It 
became evident that we could and should pay our 
own war charges without aid from Great Britain, 
and as the business of making shells and kindred 
munitions began to expand and take shape it also 
became evident that we must so finance the pay- 
ment for such munitions, as to enable Great Britain 
to pay to some extent in treasury bills instead of 
in cash. 

“In November, 1915, the finance minister offered 
to the Canadian public an issue of fifty millions. 
This was the first issue ever offered in Canada, as 
the forty-five millions was the first ever offered in 
New York. It was also the largest loan ever offered 
by Canada in its history. New York is.a great 
money center; Canada is not a money center in any 
important sense. Would the public take it? Could 
they take it? The response, as you know, came in 
subscriptions of over 100 millions, the most amazing 
thing in the history of Canadian finance. The 
government concluded to accept the 100 millions and 
to set aside fifty millions as a credit in connection 
with the munitions being made in Canada for Great 
Britain. 


“In March, 1916, the finance minister brought 
out his second loan in New York, this time one of 
seventy-five millions, repayable in five, ten and 


fifteen years. Of this, twenty-five millions practi- 
cally replaced a similar amount borrowed in 1915 
for one year. 

“When the Dominion fiscal year closed, March 
81, 1916, we were delighted to find that, leaving out 
gold and bullion, our exports exceeded our imports 
by 249 millions, so that, from the international point 
of view, we were well able to pay our foreign in- 
terest, and a large part of our war charges. For 
the present calendar year, the excess of exports is 
over 345 millions.” 
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A New Phase of the Menace of the “Slacker”. 
If War Should Come 


By L. AMES BROWN the Spanish language and who expressed the 
: ; ca opinion that a man who could speak Spanish would 
J UST how easy it will be to cry every-day citi- very likely be of much greater benefit to the national 


zens awake from devotion to their individual ¢guse in applying his linguistic ability than in mere- 
interests in order to engage them in universal ly fighting. The latter speaker did not go into de- 
national service in time of war raises the most im- taj] as to the manner in which his knowledge of 
portant question connected with the national de-  §panish could be used to the confusion of America’s 
fense situation. How large a percentage of the enemies, but the conviction seemed to be as strong 
population would be slackers? How many people jn his mind as that of the scientist that he ought 
would for one reason or another insist upon the not under any circumstances to volunteer his ser- 
“right to choose the objects to which they should ap- vices to the government for use to be determined by 
ply their energies? Would there be so many that the the government. 
government would find it hard to have its work done These men were thinking mainly about the in- 
in its own way? Would it have to take into con-  telligent use of their abilities and they probably 
sideration the idiosyneracies and peculiarities of a were not conscious of any willingness to obstruct 
great many people in different walks of life who the highest development of national efficiency in 
reserved freedom of action? time of war. Their attitude, however, conveyed a 
Occurrences at a recent meeting of college men hint of one of the most complex and confusing 
in Washington, called to discuss ways and means. dangers that the co-ordinating bodies of the gov- 
of co-ordinating the energies and resources of the ernment may encounter in time of war. The sug- 
colleges in the cause of national defense, were il- gestion which they uttered is being drawn out very 
luminating. The talk there, while intensely patri- finely in the explanations given by various and 
otic for the most part, suggested some of the sundry persons as to why they do not propose to 
.obstacles which the government may encounter when serve with the army. In time of war the most 
it attempts to mobilize all the energy of the nation dangerous form of slacking will not be encountered 
for the common cause. The meeting was barely among men who make an out and out refusal to 
under way when an official of one of the scientific serve the country. Every man has his own well 
bureaus of the government, who acted as the dele- worked out explanation, varying according to the 
gate of his alma mater, spoke in this substance: sincerity and spirit of the person concerned. There 
“Emphasis ought to be placed on the harm is the case of Citizen A, a school teacher, who says: 
which can be done by indiscriminate enlistments “It is far more important for me to remain at 
which do not take into consideration a person’s use- my post of duty in my schoolhouse than to go to the 
fulness in his own special field. It would be an ex- front and be merged as a single atom into the great 
pensive folly for the government to accept the mass of humanity performing actual military opera- 
volunteered services of a trained scientist from the tions. In the midst of the war the country must 
Bureau of Mines, for instance, and to put that man look to the future. The national cause would be 
to work in a trench. His place would have to be weakened as much by inattention to the education 
taken by a less skilled scientist and work possibly a of the rising generation as it would be by a defcat 
thousand times as important as his trench-digging in war.” 
or drilling would have to be undertaken by a man Then the business man, the miner, the street 
only half as efficient as himself.” ear conductor, the stenographer, the clerk and an 
This speaker warmed to his subject as his mind individual in every walk of life; the explanation of 
pictured the inefficient patriotism which might lead each embodies a different mixture of motive, only 4 
a man to hurry to the front at the cost of neglect- small part of conscious slacking here, a good deal of 
ing highly important duties at the seat of the gov- it in another case. The list of dangerous cases 
ernment. It was the clear implication of his speech varies from that of the man whose only thought is 
that he thought it his patriotic duty to remain at his to make sure that he is used for an intelligent pul- 
job in war or peace. pose to that of him who frankly declares that the 
His thought was taught up and carried into business of trench digging is unattractive to him 
various odd ramifications by other persons at the Few of these men recognize their kinship with: 
meeting. Its application culminated in the spéech one another, and the speaker of Spanish undoubtedly 
of a delegate who represented that he was skilled in would make a heated retort were he to hear himself 
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likened to the common laborer who announces his 
unwillingness to enter the army in any circum- 
stances. Indeed, it would be most unfair to draw 
anything but a general comparison from the two 
cases. The only fair statement that can be made is 
that the men agree in their intention to exercise 
their own judgment as to the manner in which they 
shall serve the country. They seem to assume, too, 
that if they do volunteer, they will be dumped right 
into the infantry regiments and utilized only as foot 
soldiers. 


Of course, the last implies a lack of intelligence 
on the part of the government which is totally un- 
justified. The business of the Council of National 
Defense and of the officials of the executive depart- 
ments of the government is to avoid just such sense- 
less blunders. That is why the Council has undertaken 
to catalogue and classify every item of American 
resources and energy. By the time that work now 
in progress is completed, the government will know 
the number of men it can call on to devote them- 
selves to chemical researches looking toward the 
discovery of a substitute for rubber, which would 
be needed in time of blockade, just as exactly as the 
number of men fitted only for service with the in- 
fantry. With this work done, there will be no 
danger of the government’s using a specialist in 
work of which he has no knowledge—this, of ‘course, 


The Philippine National Bank, of Manila, has 
established an agency in the Woolworth Building, 
New York City. The Philippine National bank was 
organized for the purpose of facilitating trade be- 
tween the United States and the Philippines and to 
encourage insular industry. It has assets of $25,- 
000,000. The bank has already established thirty- 
seven agencies and two branches in various cities of 
Asia and Europe. 


Sixty-six per cent. of the exports of the United 
States in 1916 were destined for Europe. This is an 
increase in value of 48 per cent. over the shipments 
in 1915. Exports to South America almost doubled, 
increasing from $144,128,000 in 1915 to $220,288,000. 
Exports to Japan jumped from $45,000,000 in 1915 
to $159,000,000 in 1916. 


Thirty-three per cent. of Russia’s imports dur- 
ing the first eight months of 1916 were supplied by 
the United States. Russia’s imports during this 
vetiod were divided as follows: From Great Britain 


to be qualified always by the statement that more 
soldiers will be needed than have been trained 
already. 

The work of the Council and of the ‘government 
bureaus whose efforts are being co-ordinated with it 
removes the last vestige of excuse for such slacking. 
The man who speaks Spanish well should specify 
his accomplishment in offering his services and then 
await orders. If the government needs a Spanish 
interpreter or a Spanish teacher worse than it 
needs an ordinary soldier, it will instruct the volun- 
teer to report for the duty suggested. The trouble 
with the reserved patriotism of the men who pro- 
pose to designate how they shall serve the country 
is that it does not leave the government any alter- 
native. Citizen X volunteers his services and, con- 
vinced that he is better suited for duty at the army 
remount station in Oklahoma, restricts his offer to 
service there. It happens that that post is well 
supplied with men of ability equal to that of the 
volunteer, however, so the government has no real 
use for his offer. 

The lesson that the Council of Defense needs 
to have driven home is that the use to be made of 
each citizen’s services should be discretionary with 
the government. That obviates the likelihood that 
there would be an overflow of men in diferent in- 
dustries or an under-supply of soldiers. 


SMALL CHANGE 


552,471,000 


rubles; Japan 184,837,000 rubles, and China 387,- 
985,000 rubles. 


rubles; United States 


416,339,000 


The balance of trade in Canada’s favor on 
January 1, 1917, stood at $324,979,412. Before the 
war Canada was a debtor. 


For the twenty-five months ending January 1, 
1917, capital stock authorized for war munitions 
companies amounted to $135,577,000. Recent months 
show a decline compared with the figures of 1915, 
the year the Allies were obliged to buy from the 
most available sources. 


During the month of January more vessels were 
destroyed as a result of war than in any previous 
month. The total loss of tonnage to February 1 was 
4,368,766, or 2,861 vessels. The loss of the Allies is 
about 73 per cent. of the total, neutral losses about 
20 per cent., and Teutonic losses about 7 per cent. 


e 
t 
st 
pe 
n 
at 
et 
an 
of 
of 
eS 
is 
r- 
he 
im. 
ith 
dly 
self 


722 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


March, 1917 


What the Customers of Every Bank Should 


Know, Presented in a Series of 


Pointed 


Articles 


Education of the Public in the Matter of the Functions of a Bank Is of Prime Importance— 
The Articles Below are Adapted for Reproduction in Various Forms, and are Issued in 
Connection with the Work of the Public Affairs Committee of the American Institute 


of Banking 
THE WASTE OF MONEY 


In the daily papers comes the story of the 
downfall of the widow of a prominent Wall Street 
man, who twice has been presented to British roy- 
alty, lived on Fifth avenue, was a social leader and 
a woman of the four hundred. In the brief six years 
of her widowhood she has wasted a fortune of over 
$100,000 and now faces the charge of passing a 
worthless check. She says she has made a “sad 
mistake,” but did the “best she knew how” with her 
money—put it in ill-advised business ventures, in- 
vested in doubtful securities and spent the rest in 
social aspirations. 

Of lesser magnitude, but no less tragic, is the 
recent case of a German woman with three children, 
who in the short space of ten weeks has spent (not 
“invested”) the $1,400 received from her husband’s 
death in an accident. During that time she has vis- 
ited the savings bank on an average of every other 
day, drawing from $25 to $50 each time. 

Another woman who received a life insurance 
payment of $2,000 wasted her inheritance in two 
weeks at the races. Another who received a thou- 
sand dollars bedecked herself with jewelry and had 
to go back to the factory in three months. A certain 
youth received $2,000 as his share of his uncle’s es- 
tate, quit work and lived the high life for a short 
time, and then went broke, as they all do. 

The only redeeming feature of these processes is 
che fact that the waste of money cures itself, for 
soon there is no more to waste. The above-mentioned 
individuals have found it out. It matters not 
whether the sum be large or small, it seems an end- 
less amount, but a little extravagance every day 
soon brings the fund to a state of exhaustion. 

Life insurance companies have found upon in- 
vestigation that a large proportion of their policy 
settlements are frittered away in the course of a few 
years. The hard work and the sacrifices of the 
bread winner, in which the beneficiary usually has 
shared seem to count for naught when the settle- 
ment comes, and passes a considerable sum into 
irresponsible hands. 

This is no indictment against womanhood, but 
as a sex they seem to have the knack of spending 


easy money fast. While a thrifty woman is the 
Lord’s choicest creation, the thriftless one is His 
greatest bane. Bank men of experience will cor- 
roborate the conclusion that it is unwise to leave 
money to the wife in such a way as to tempt her to 
be improvident with it. The fortune first mentioned 
would have given the wife an income of at least 
$5,000 a year for life, if properly invested, and the 
smaller amounts would have helped the beneficiaries 
over many a rainy day. The caution to the men in 
such matters is to so arrange affairs that the income 
and not the principal may be used. 

The best legacy you can leave your wife is a 
well-invested estate. If you love her you can prove 
it best by not giving her absolute control of her 
legacy, but by saving her from all the pitfalls that 
are open to the unsophisticated and the unwary. 
Save her from herself, her friends and the slick pro- 
moter who dazzles her with alluring tales of large 
returns from her investments. 

Many a man has spent a lifetime providing for 
those he must leave behind, and in his provision 
caused their own downfall. It is no reflection upon 
the woman to make these statements, but they are 
cruel truths borne out by every-day experience. You 
do well to consider what might happen to those who 
survive you if they fall prey to the temptations that 
beset those mentioned above. The best estate you 
can leave is the certainty that the future will not find 
those you love in want through their own folly, made 
possible by your own shortsightedness Thrift not 
only prepares for the future, but safeguards the fu 
ture, and easy money needs such protection. 


YOUR BUSINESS CREDIT 


Thirty per cent. of the men who fail in business 
do so because they lack the “know how.” They have 
no business ability. In a previous talk we have. et 
deavored to show that the first essential when a man 
engages in business and borrows money, or seeks 
credit, is business character, and that this character 
is more than honesty. Of all risky credit, the worst 
is that which has merely honesty back of it. How 
ever honest a man may be, if he lack the ability t 


“make good” he cannot pay; for good intentions pay 
no debts. Banks are turning down loans by the hun- 


' dred that are backed by honesty only. The world is 


full of honest men—so honest that they wouldn’t 
take a paper from a newsstand, or ride in a trolley 
gratis, but are down and out because they lacked the 
ability to make a business go. 


We put no discount upon the important element 
of honesty, but logic will quickly demonstrate that 
unless back of honesty there is ability the enterprise 
is sure to fail, Many a business has been left in a 
healthy state by a father to a son, only to go to 
pieces because the son did not inherit the father’s 
ability and could not see that it was necessary to buy 
or acquire it. 

Therefore the second thing the banker expects 
to find in your business life is business ability. This 
is easily demonstrated by your past performances. 
Your advertising, your store, your dress, your bank 
account, your energy, your delivery wagon—all carry 
evidence of how well you can do. Many a business 
man has been eking out a miserable existence, sit- 
ting around, waiting for something to turn up, hop- 


ing something will come to the town to make busi- ~ 


ness better, having ten places for every dollar he gets 
his hands on, half fed and poorly clothed, honest to 
the core, but lacking the push to make a business suc- 
ceed. The banker will not lend to such a fellow. He 
lacks the essential element of “go.” 


You may argue that ability is inherited, or that 
it comes from education, and excuse yourself. Bosh! 
Every man gets the education he wants, if not in 
school, then by himself. If you haven’t ability and 
can’t acquire it, you can buy it in the other fellow. 
Brains are always for sale—at a price. And the man 
who lacks business ability, and cannot see the neces- 
sity of applying himself to acquire it, and has no 
money to buy it (many great men have been made 
so by the crowd they gathered around them) had 
better not be a seeker for credit at a well managed 
bank, for out of such loans come the losses. 

Capitalize your honesty by coupling it with abil- 
ity, and make your ability valuable by devoting it to 
honest ends. Be on the level, but be very busy while 
you are on the level. 


After all, thrift is merely the ability to do—to 
earn; and earning, to save. The ability that gets a 
man nowhere financially is a misdirected ability; for 
the man who applies himself to a definite end, and is 
honest in his application saves money as a natural 
sequence; and when you ask your banker to lend you 
money, his first question will be: “Have you any of 
your own?” If you can’t take care of your money, 
what assurance has he that you will judiciously use 
the money he lends you? Character and capacity— 
the two big c’s of credit, but leading to capital, the 
last big “C” without which you cannot succeed, and 
with which you are bound to win if you use it aright. 
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YOUR BUSINESS CAPITAL 


Thirty per cent. of those who fail in business do 
so because they lack capital. No business can suc- 
ceed unless it has backbone, and this backbone is the 
invested capital of the proprietor. Whether it is a 
million-dollar corporation or a corner grocery, there 
must be, as a foundation, the investment of the pro- 
prietor. 


The man who starts out in business “on a shoe- 
string” fails. No matter what he may have in the 
way of borrowing facilities, there may come a time 
when he finds the avenues of borrowing closed 
against him. Then his reserve capital comes into 
play. 

To meet the weekly pay-roll, stock up, tide over 
bad times, fit the place up with machinery and fix- 
tures, requires money, and this money should be the 
saved money of the proprietor.’ 


Just how much capital a concern requires is a 
matter of individual requirements. The larger the 
business the larger the capital. If, for instance, a 
man were to engage in a mercantile line, he should 
have enough money saved by thrift to buy his fix- 
tures, and part of his stock, and a balance for work- 
ing capital to keep in the bank. He should not put 
all his money in fixtures so that he has none for 
stock, and vice versa. Neither should he forget that 
his best credential with his banker is a good working 
balance. 


The reason why banks are so particular that 
borrowers keep a balance is not that the bank wants 
excessive profits—lending, say a thousand and ask- 
ing that one-quarter of it be kept on deposit, but 
tnat the borrower may have free working capital at 
his command all the time. . 

The position that if I borrow a thousand and am 
asked to keep $250 on deposit, I might as well bor- 
row $750, is not well taken; for even though the 
bank balance is borrowed money, and costs the in- 
terest, it is a cheap price to pay for the banker’s 
good will. In fact a business man could well afford 
to pay 6 per cent. for money and leave it with his 
banker, for the good it would do his credit. 

In the granting of credit, business men as well 
as bankers, give due heed to the ratio between quick 
assets and quick liabilities. The banker likes to sea 
two to one—two dollars of quick assets to one dollar 
of quick debts. The quick assets are: Cash, bills 
receivable, accounts receivable and merchandise. 
Quick liabilities are: .Debts due for borrowed money 
and debts due for stock. The difference is the work- 
ing capital—the amount in excess of the debts. This 
means to say that if the quick assets were all turned 
into cash and the debts paid, without disturbing the 
other assets, such as real estate, machinery, etc., 
there would be a cash balance left over. 

One of the great weaknesses of American busi- 
ness life is the starting of a business on too little 
capital. Two carpenters and builders who have saved 
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a few hundred dollars decide to be their own bosses 
and by some scheming get a piece of land. They 
persuade somebody or some institution to agree to 
loan them a certain amount on the property when 
complete and lay their plans carefully and figure 
closely. Something goes wrong, the weather is bad, 
the work is delayed, strikes, and liens not reckoned 
with, interfere, and the result—failure. They lack 
capital; and lacking it, lose out. They cannot carry 
their load. 


Clerks with a little money and colossal nerve 
begin business for themselves, only to find bank- 
ruptcy stare them in the face in a short time, due to 
lack of capital. A good year makes the proprietor 
jubilant and willing to gamble that the next will be 
better. He moves into larger quarters, lives more 
expensively, buys a car and hires his servants, only 
to find depression setting in, unsettled business con- 
ditions, competition; mishaps, and no way of re- 
trenching. Happy the man who can plod along on 
the safe track, satisfied to be sure rather than sorry. 
Money is power, and impotent is the man or the busi- 
ness that lacks it. 


Be as honest as you expect the other fellow to 
be. Get all the ability you can acquire and all you 
can afford to buy, but do not overlook the important 
fact that backbone is necessary in every business 
just as it is in every body, and without it in suffi- 
cient measure success is impossible and failure sure 
to come. He is a wise man who knows his own 
strength and doesn’t hitch up to more than he can 
pull. 


A certain bank made a large-sized loan to a 
builder for a specific operation, with the understand- 
ing that the funds were to be used to purchase mate- 
rial and pay labor-for that one job. It soon developed 
that in spite of the fact that the contractor claimed 
to be progressing well with work, nothing had been 
done—he had used the money elsewhere. It was a 
breach of trust. The banker had checked him up, as 
bankers generally do. He has lost his character in 
that bank, and his word no longer goes. 


Another concern was buying automobiles with 
the bank’s money, giving the bank a trust receipt 
whereby cars could not be delivered without obtain- 
ing a release from the bank and paying on the loan. 
The banker became suspicious that something was 
wrong and checked up the cars presumed to be in 
stock on the trust agreement, and found that four 
had been sold without accounting to the bank. Re- 
sult—a hasty calling of the entire loan, loss of con- 
fidence, loss of a helpful business arrangement, 
friendship. 

You cannot play fast and loose in business and 
win out. You cannot deceive your banker for long. 
He has a knack of finding things out. Gossip gets 
to him fast. He has a second sense that smells dan- 
ger. He is a detective. 

Therefore, build your business structure with 


character as the first of three supporting piers.. Be 
as active in the church as you like; be as good as 
you pretend to be, but remember always, that in 
business it is not what you seem to be but what you 
are that counts, and your true nature will soon be- 
come manifest to those who are in position to find 
things out and can help you if they trust you, but 
cannot if they don’t. 


DO YOU BORROW MONEY? 


In the course of human events it becomes neces- 
sary for most people to borrow money. Business men 
who can make 10 per cent. or more out of trading 
find it profitable to borrow in order to carry on busi- 
ness on a larger scale, discount their bills and carry 
complete stocks. Others find it desirable at times 
to borrow for various purposes, and some find it nec- 
essary to borrow because they have either failed to 
save, or have been unable to save and are confronted 
with an exigency that requires money. 


Should you at any time find yourself in such a 
condition, do not borrow from your friends, go to 
your bank. That is what banks are for. They live 
by their loans, and no banker will refuse a loan that 
meets certain requirements and is in his estimation 
good. It is proposed in the next two or three talks 
on banking to tell you what the banker wants to 
know when you offer him your note. Whether the 
loan is large or small the same rules apply. 

In the first place the banker will expect you to 
be a depositor. Most banks make it a rule to lend 
to only those who are customers, and customers mean 
depositors. If you favor the banker with your ac- 
count, giving him a profit from the use of your 
money, he will be glad to reciprocate and let you 
use his money when you need it and offer the proper 
security. ‘The rule is well established to lend in the 
proportion of not over five to one; that is, if you keep 
a balance of $100, the banker would lend you $500, 
if he thought well of your credit standing. The 
greatest mistake business men make is to keep little 
or no balance in the bank and then expect the bank 
to accommodate them with loans. 

A business man wanted a note of $100 discount- 
ed to meet his pay-roll:; The banker knew him. His 
moral standing was good. In looking up the account 
his balance was but fifty cents. Now what did that 
indicate? Just this: That the would-be borrower 
had trusted everybody until his capital was on his 
books, here, there and everywhere, and he was not 
collecting his bills. He had no “free money” to 
carry on his business. He had no working capital. 
He was “strapped.” The banker was perfectly 
justified in asking the borrower either to make bet- 
ter collections, or get his affairs in such shape that 
when pay-day came he would not have to depend 
upon b>rrowed money to pay his men. 

Nothing so hurts an application for a loan in 
well managed bank as a low average balance. and 


| 


all good bankers give heed to this factor. Therefore, 
as a starting point, do your business through a bank, 
depositing your receipts and making your payments 
by check, and keep a balance large enough to gain 
the banker’s good will when he looks at his ledgers 
to see how much of your own money you have avail- 
able when the needs of business require. Don’t do 
all your businéss on borrowed money, for if the 
banker finds it out, he won’t discount your fiote. 


LET THE BANKER HELP YOU 


In practically every bank there is a man whose 
face is as familiar to the public as the village doctor, 
the minister or the postmaster. He has been with 
the bank, it may be, since he was a boy, grew up 
with it, and will probably die in its service. He is 
usually so regular in has habits that you can set 
your watch by him. He waits on the window, inter- 
views the borrowers, makes out reports, hears the 
tales of distress, offers advice and straightens out 
tangled family and financial affairs. He has well 
been termed the bank’s “Department of Mercy.” 


You may sometimes call him by his first name, 
and he will probably call you by yours. He is often 
the bank, and you know the bank as “Mr. So and So’s 
bank.” You have every confidence in him because 
you have known him so long. He is worthy of that 
confidence. 


This man is a conservative. It is his business to 
keep the bank safe. In a great many cases he 
passes on the loans, buys the securities, and has the 
general management of the bank, reporting to the 
board, to whom he is responsible. You can well af- 
ford to take your problems to him, for he can help 
you. He has handled millions for the bank, it may 
be without losing a dollar. He can give you good 
advice. 


Whenever you contemplate buying a piece of 
real estate, ask his opinion—he knows values in your 
town. If you think of buying a bond, or some stock, 
ask him to guide you, for it may be he is a bond 
expert—some bank men are. If you have a propo- 
sition that looks “rosy” to you, seek him out and ask 
if he would take it for the bank. He will probably 
Say no and you can afford to do likewise. When 
troubles come, consult him. 


He is the executive and clerical head of the bank. 
Every detail passes under his eye. He is jealous of 
his bank and its reputation. It is his life work. He 
is fairly well paid, sure of his job, gives it his best 
attention and stands in the role of servant to whom- 
soever would use his good offices without pay and 
hope of reward. He is a gentleman of honor, of 
fine distinctions, high ethical standards, clean life 
and helpful inclinations. You do well to know him, 
and cultivate his friendship, He can help you in 
Many ways, 
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DISCOUNTING A NOTE 


It so happens in business that all payments can- 
not be made in cash, for most of the business is 
done on credit in one form or another. Small pur- 
chases and many of the daily expeditures are cash 
transactions; but business as a whole moves on 
credit, the form depending’ upon the customs char- 
acteristic of that peculiar business. The most com- 
mon form of credit is the book account, where goods 
are sold and “charged” to the purchaser. When you 
go into the grocer’s and tell him to “charge it,” you 
are opening a credit with him in the form of a book 
account. This is common to all retailing transac- 
tions. But in the larger dealings, the credit is in 
the form of a promissory note, which is merely a 
written promise to pay a certain sum, in money, to 
a designated person, firm or corporation, at a stipu- 
lated time. Hundreds of thousands of these notes 
are made every day. They are given, merchant to 
merchant, in payment of debts resulting from the 
sale of goods, and while they settle the debt must 
themselves be paid in money, in order that the ob- 
ligation may be finally discharged, for a promise 
never liquidates a debt. 


If these promises could be treated as money and 
passed from hand to hand, they might answer very 
well, but they are of non-uniform denomination, 
their goodness is a matter not commonly known, and 
even though the maker might be “as good as the 
government,” few know it and few would take the 
risk. 

And if the holder could wait until maturity, he 
would get cash from the promiser. But he does not 
want to wait that long—he wants to turn his evi- 
dence of debt into money at once, for which money— 
real money—he can get better terms, and for cer- 
tain purposes, such as paying laborers, he must use 
cash. There must, therefore, be some medium 
through which he can turn this promise into money 
before it is due—for a price—and that medium is 
the bank. The process of doing this is called dis- 
counting, which in other words means buying the 
paper. A simple illustration will explain. 

Suppose A sells B a bill of goods on three 
months’ credit. A does not want te wait while B 
sells the goods and gets the money to pay him, and 
therefore offers to take B’s note fof.:the amount. 
But the note is not money, and if A would use the 
money, he must find some one who will give him 
money for it. He might find some one who, for the 
hope of gain, would advance the money; but the 
logical place to get this done is the bank, for the 
bank always has money. It knows men and their 
ability to keep their promises, and can judge the 
quality of thé risk. A therefore offers the note to 
his bankér, who says in substance: “I think B is 
good for this amount. If you will indorse—promise 
to pay if hé does not—I will buy that paper evidence 
of debt from you.” Let us say it is for $100, due 
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in three months. The banker knows that at the end 
of three months he will get the $100, and so gives 
A $98.50 for it, the $1.50 being interest on the 
money for that time at 6 per cent. Ordinarily the 
banker would not give A the cash, but credit his 
account, with the privilege of checking against it, 
which is virtually the same thing. 

Now, what is the result? A sold his goods and 
got his money at once. B.had three months to sell 
the goods to get the money to pay the note when 
the banker presented it at maturity. A could use 
the $98.50 to buy more goods to sell to C, and the 
bank has made a profit of $1.50 for taking the risk. 
That is what a bank is for—to take risks, to know 
men, to help business and make profits for itself. 
And this it does to a very marked degree. We 
could not do business very well without this help. 
It is one of the indispensable adjuncts of business. 
The promises of business men held in the National 
Banks of the country alone amount to over three 
billion dollars. 


HOW THE BANK ‘‘MAKES’” 
MONEY 


It would seem that after the bank takes your 
money, protects it, pays it back on demand or as 
you order, lends you money, discounts your neigh- 
bor’s note for you, it would have nothing else to offer 
in your behalf. But it has—it “makes” money for 
you, and incidentally makes money for itself. 


When you see the president or the cashier of a 
bank signing his name to a row of four crip new 
bills (they always come in sheets of four) you may 
wonder what he is doing, and what is behind it all. 
We will show you by a simple illustration. Let us 
Suppose you want to borrow a thousand dollars and 
offer your note to your banker. He knows you, knows 
that you will pay, and wants to accommodate you. 
He looks at his books and says: “I can’t spare the 
“money. The law says I must have fifteen cents out 
of every dollar I owe my depositors in cash, or 
where I can get it on demand; and I have just what 
the law requires. If I give you credit for the note 


NEW YORK vs. LONDON 


Eugene Doutre, of the London Financial World, 
who visited Montreal recently, said that in the finan- 
cial readjustment after the war, “New York has 
about as much chance as the city of Montreal has 
of replacing London as the financial center of the 
universe.” In discussing the financial operations of 


and let you check against it, I increase my debts and 
make my condition worse, for if I do not pay you 
in cash I must stand ready to do so.” 

But being a resourceful banker, and knowing how, 
he asks you to wait a minute while he goes to his 
strong box. He finds a government bond which he 
bought a year ago when he had plenty of spare 
money, for cash, and comes back smiling and says: 
“Very well, in three days you can have your money. 
I will turn this bond into bank notes for you.” So 
he sends the bond to Washington, and in return the 
Government sends him 200 crisp new five-dollar bills, 
to be signed by two officers of the bank, cut and 
handed out to you. 

The Government keeps the bond as security 
that he will redeem the notes in “lawful money” on 
demand—that is, pay greenbacks or gold for them if 
demanded (but this is seldom done), pays him in- 
terest on the bond and you pay him interest on your 
note for the use of his notes, and both are satisfied. 

You see, by this proposition, he has turned your 
note into bank notes, with himself behind it and the 
Government behind him. Your promise wouldn’t go 
very far from home, these promises will. Every- 
body knows them. They are “money” and circulate 
as such. 


Now what has the banker done by this process? 
He has furnished the community as well as you with 
circulating medium, handy to carry, cheap to cre- 
ate, and satisfactory to all. He has taken your 
credit and turned it into bank credit. He makes 
money and you take the money he has made and 
make some money for yourself. It is a very simple 
proposition, understood by few, but practiced by 
many. If you don’t fully understand it, ask your 
banker to tell you more about it. This feature of 
banking, however, is performed in this country only 
by banks under control of the Federal Government, 
namely, the national banks and Federal Reserve 
Banks, but is a common banking practice the world 
over, differing in form but not in substance, it be- 
ing a universal function of the bank to turn credit 
which is unknown into that which is known and will 
therefore be freely taken, and bank note credit is 
the most common and useful form. 


AS FINANCIAL CENTER 


England with her allies, Mr. Doutre said that when 
the war is over Russia will be as much England’s 
debtor as she is France’s debtor and that for the 
first time in history Russia will be supplied with 
capital (by England) to develop her wonderful re- 
sources. 
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Increase in the Public Debt of Canada as a 
Result of the War 


The Dominion’s Contribution to the Cost— 
Recent Appropriation of $500,000,000 
Makes Provision for War Expenses up 
to March 31, 1918—Extraordinary Ex- 
pansion of Domestic and Foreign Trade. 


BY I. NEWTON HOFFMANN 


HE European war has brought about a re- 
T markable transformation in the finances and 
commerce of the Dominion of Canada. The 
salient features of the change are: first, an increase 
from $335,000,000 to about $745,000,000 in the 
Dominion’s public debt; and secondly, the transition 
from an unfavorable trade balance of $275,000,000 
in 1913 to a favorable one of $345,000,000 in 1916. 
Practically the entire expansion in the public 
debt has been Canada’s contribution to the expenses 
of the war. The fact that the Dominion has been 
able to provide out of current revenues for the pay- 
ment of all ordinary and capital expenditures, and 
in addition, to set aside a large sum on account of 
the principal of the new loans contracted, is par- 
ticularly noteworthy, and speaks well for the offi- 
cials who have had charge of government financing. 
Of the $745,000,000 which Canada owes, about 
$350,000,000 is payable in England, about $95,000,- 
000 in the United States and $300,000,000 in Canada. 
Since the outbreak of the war, the Dominion has 
borrowed in this country $120,000,000, of which 
$25,000,000 matured last August, and $20,000,000 is 
due in August of this year. 

Since the beginning of the war, about $450,000,- 
000 has been spent by the Dominion government for 
war purposes. Parliament, at a recent session, 
made provision for the expenses of the year ending 
March 31, 1918, the appropriation calling for $500,- 
000,000. The principal items in the budget are: 
pay for 400,000 troops, $183,000,000; separation al- 
lowances to dependants, $36,000,000; rations and 
subsistence, $51,000,000; clothing and necessaries, 
$48,000,000; equipment and general stores, $43,000,- 
000, and ammunition, arms, ett., $25,000,000. 

While Canada has been expending large sums 
for arming the troops it has sent to the field, its 
manufacturing business has made great strides dur- 
ing the past two and a half years by reason of the 
war orders received from Great Britain. Although 
business has been very prosperous, economy had to 
be practiced in financing operations, especially in 
view of the fact that while, in former years Cana- 


dian enterprises found ready capital in London, 
since the war, the English money market has been 
unable to minister to needs of Canadians, and as a 
result more and more urgent has become the need 
of obtaining financial assistance in the United 
States. 

A compilation recently made shows that in the 
two years, 1915 and 1916, the capital requirements 
of the Canadian government, Canadian municipali- 
ties, railways, public utility and other corporations 
aggregated about $660,000,000. Fifty-three per 
cent. of this total was raised in the United States; 
only about 8 per cent. in England, and the remain- 
ing 39 per cent. in Canada. The following table 
gives the totals for each class of Canadian issues: 


SECURITY 
Government 
Municipal 
Railway 
Miscellaneous 
Public Service co 


1915 
$214,814,133 
66,508,073 
37,915,665 
8,050,000 
14,605,000 


$341,892,871 


1916 
$208,621,933 
49,893,763 
15,920,000 
19,531,666 
22,950,000 


$316,917,362 
These issues were distributed as follows: 


United Great 
Canada States Britain Total 
$106,375,014 682 4,866,666 $316,917,362 
149,430,977 148,972,896 48,488,998 341,892,871 
.$255,805,99 991 $349,648,578 $58,355,664 $658,810,233 


The increase in 1916 in the issuance of securi- 
ties by miscellaneous corporations is attributed to 
the impetus given industrial undertakings by the 
enormous war orders placed in the Dominion, it 
having been estimated that the disbursements made 
by the Imperial Munitions Board alone were about 
$320,000,000. Great Britain, which in previous 
years absorbed on the average approximately $171,- 
000,000 of Canadian issues per annum, took in 1916 
only about $5,000,000, the same being for the pur- 
pose of enabling the British Vickers shipbuilding 
concern to establish a branch in Montreal. It should 
be noted that the figures given for the Canadian 
issues absorbed in the United States do not take 
into account the various internal Canadian Govern- 
ment loans that have been subscribed for by Ameri- 
cans or Canadian residents here, the total of such 
participations being estimated to be in excess of 
$50,000,000 for the two years. 

An idea of the extraordinary progress made by 
Canada in its domestic and foreign trade—no less 
remarkable relatively than the gains made by the 
United States—since the outbreak of the European 
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1915 ..... 

Total . 
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war is indicated by the following figures for im- 
ports and exports: 

Excess of 
Exports 


*$53,003,797 
653,488,412 202,940,638 
1,112,445,002 


345,713,111 
$2,194,248,926  $495,649,952 


Imports 
$481,319,309 
450,547,774 
766,731,891 
$1,698,598,974 


*Excess of imports. 


An analysis of the exports shows that the most 
substantial increases have been in agricultural prod- 
ucts, in manufactures, and in products of the mines. 
Thus in 1913, the exports of manufactures were 
valued at $54,000,000 compared with over $440,000,- 
000 in 1916. The exports of agricultural products 
amounted to $208,642,000 in 1913, to $230,644,000 in 
1915 and to $364,605,000 in 1916. The exports of 
animals and animal products advanced from $51,- 
000,000 in 1913 to about $118,000,000 in 1916. In 
considering the above statistics, mention should be 
made of the fact that the increases in the value of 
exports are due, in a measure, to advanced prices, 
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and not to increases in the volume of exports. More- 
over, it should be noted that the movement of gold is 
not included in the figures. The heavy shipments of 
the precious metal have been due to the operations 
of the Bank of England’s gold depositary at O awa. 

The chartered banks of the Dominion have 
assets totaling about $2,000,000,000. The sav- 
ings banks have deposits aggregating over $13,000,- 
000; and the Pest Office savings banks have deposits 
amounting to over $42,000,000. 

In the opinion of leading financiers and rail- 
road men of Canada, the United States will be called 
upon to do the financing of Canadian enterprises 
after the war to as large a degree as it has done in 
the past two years. Already a great many Ameri- 
can corporations have established factories in the 
Dominion and it is believed that in the future this 
number will be greatly increased. As a prominent 
Canadian remarked in a public address recently: 
“Canada needs men and money: the United States 
can supply both, and the advantages will be mutual.” 


CARTER GLASS PICKED TO SUCCEED McADOO 


Chairman of the House Committee on Bank- 
ing and Currency, is the man picked to suc- 
ceed William G. McAdoo as Secretary of the Treas- 
ury in the event that the latter decides to withdraw 
from-the Cabinet some time in the next four years. 
That is the impression borne by many officials of the 
government and other persons in Washington in a 
position to know the inside of things. To say that 
Mr. Glass is picked does not mean that the matter 
has come to the point where his accession to the 
treasury portfolio has been actually decided upon by 
the President and tendered the Virginia congress- 
man. That would be anticipating things by too 
great a margin. It would imply also a definite de- 
cision on Mr. McAdoo’s part to sever his connection 
with the Administration, an implication which un- 
doubtedly cannot be justified at this time by any 
man’s knowledge of what is in the Secretary’s mind. 
There have been intimations in the newspapers 
and in gossip at Washington that Mr. McAdoo prob- 
ably would not hold on to the control of the Treas- 
ury Department throughout the next four years. It 
has been asserted that the Secretary has succeeded 
in bringing about the consummation of the currency, 
rural credits and shipping schemes, to which he de- 
voted the major part of his energies in the past 
four years, and that he is approaching the time 
when he will be content to turn the reins of fiscal 
power over to some other man. 


Comin GLASS of Lynchburg, Virginia, 


Mr. Glass will succeed him when this occurs. 
That is regarded as almost as certain as such mat- 
ters can be. The Virginia congressman’s close 
friendship for Mr. McAdoo, his loyalty to the Ad- 
ministration and his close connection with the evolu- 
tion and development of the Federal Reserve Act 
place him in the position of being the logical suc- 
cessor to the second seat at President Wilson’s 
Cabinet table. 

Such a step on the part of President Wilson 
would be well received by the business men and 
financiers of the country. Glass is a hard-headed, 
well-balanced man. He has no dangerous obsessions 
regarding currency expansion, but in the period of 
currency revision he showed himself a mi. who 
traveled on an even keel and adhered to sound con- 
victions. The following modest biography of Mr. 
Glass appears in the Congressional Directory: 

“Carter Glass, Democrat, of Lynchburg, was 
born in that city; educated in private and public 
schools and in the newspaper business; owns The 
Daily News, the morning paper of the city, and The 
Daily Advance, the afternoon paper; member of 
Virginia State Senate 1899-1903, and Virginia con- 
stitutional convention in 1901-2; eight years member 
of board of visitors University of Virginia; was 
elected to the Fifty-seventh, Fifty-eighth, Fifty- 
ninth, Sixtieth, Sixty-first, Sixty-second, and Sixty- 
third Congresses, and re-elected to the Sixty-fourth 
Congress.” L. A. B. 
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LEGAL DEPARTMENT 


THOMAS B. PATON, GENERAL COUNSEL 


FEDERAL LEGISLATION 


HE Committee on Federal Legislation have 
jy been active in connection with the various 
subjects of legislation in their charge. The 
Committee held a meeting in Washington on Janu- 
ary 30 and gave full consideration to the provisions 
of H. R. 20,045 introduced by Mr. Glass January 
12, which contains amendments to the Federal Re- 
serve Act recommended by the Federal Reserve 
Board, following the same though its ramifications 
as represented by H. R. 20,588, 20,539 and 20,540 
which were bills substituted for the original meas- 
ure, containing virtually what the House Commit- 
tee on Banking and Currency had agreed to report. 
On January 31 a hearing on these bills was granted 
the Committee on Federal Legislation by the House 
Committee on Banking and Currency and the atti- 
tude of our Association upon the various subjects 
stated. The Committee were represented by the 
Chairman, Mr. McKee, and by the General Counsel 
of the Association. At this hearing, the co-operat- 
ing Committee of Twenty-five on the subject of pro- 
curing reasonable collection charges, were also rep- 
resented by Mr. Dawson of Iowa, Mr. Dowling of 
Minnesota and by Secretary Thralls. 

Following this hearing, the House Committee re- 
ported H. R. 20,661 on February 2, which contains 
their final agreement upon the subjects proposed in 
the original bill (H. R. 20,045), with eliminations, 
additions and amendments, except that the special 
provision relating to branches of national banks in 
cities was incorporated in H. R. 20,540, to be sep- 
arately reported. A digest of pending bills in the 


through State Associations of bankers, have 

been active in promoting various subjects of 
legislation recommended by our Association in many 
of the states. Mr. George G. Clarabut, cashier of 
the Farmers National Bank of Rome, New York, is 
how Chairman of the Committee, having been ap- 
pointed by the Administrative Committee to take 
the place of Mr. H. H. McKee, of Washington, D. C., 
when the latter became Chairman of the Committee 
on Federal Legislation. Copies of proposed laws 
and written and printed arguments in their sup- 


a Committee on State Legislation, working 


PROMOTION OF STATE LEGISLATION 


Sixty-fourth Congress affecting banks, number 
three, was issued February 8, 1917, under the aus- 
pices of the Committee on Federal Legislation and 
copies can be procured from the General Counsel. 
This digest summarizes and shows the exact status 
of-each bill down to the date of issue. 

Following action by the House Committee on 
Banking and Currency, the Senate Committee gave 
consideration to the companion bill containing 
amendments to the Federal Reserve Act recom- 
mended by the Federal Reserve Board and a bill 
embodying the result of their deliberations (S. 8259) 
was reported to the Senate on February 16. 

At this writing the fate of these bills cannot be 
foretold with certainty. On the theory that they 
may be considered by the respective Houses during 
the few remaining days of the session and finally 
passed, our Committee on Federal Legislation have 
continued their activities in support of such amend- 
ments as they have been urging. Before this issue 
of the JOURNAL reaches the members of the Asso- 
ciation, the Sixty-fourth Congress will have ended 
and such proposed legislation as.may have passed 
or failed to pass will be definitely known. 

In addition to matters in charge of the Com- 
mittee on Federal Legislation in relation to proposed 
amendments of the Federal Reserve Act, the Com- 
mittee have been taking active steps in aid of the 
Webb bill H. R. 17,350 for the promotion of export 
trade, which has passed the House and been favor- 
ably reported to the Senate. It is hoped that this 
bill will become a law. 


port have been forwarded to interested workers in 
the different states on many subjects of legislation. 
In Maine, a hearing was given by the Committee on 
Judiciary of the Legislature on February 20 upon 
the Uniform Negotiable Instruments Act, the Uni- 
form Warehouse Receipts Act and the Uniform Bills 
of Lading Act, now pending as bills before ‘that 
body and by special request, General Counsel of the 
Association appeared before the Committee and 
made an argument in favor of these measures. 
There were also present as participants at the hear- 
ing Mr. Harry L. Cram of Portland, a member of 
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the Commissioners on Uniform Laws from the state 
of Maine; Mr. Hollis R. Bailey, Commissioner from 
Massachusetts, and Mr. Robert H. Bean, Treasurer 
Casco-Mercantile Trust Company of Portland, 


FALSE STATEMENT 


R. GEORGE W. ROGERS of Little Rock, 
M Ark., member of our Committee on State 
Legislation, reporting upon matters before 

the Arkansas legislature, advises under date of Feb- 
ruary 19, that “our False Statement bill passed the 
Senate this morning. It has already passed the 
House and now only awaits the action of the Gov- 
ernor to become a law. The vote was 26 to 0 in its 
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Maine. The delegation was introduced by Mr. 
Harry W. Davis, President of the Guilford Trust 
Company of Guilford, Maine, who is a member of 
the Maine Senate. 


BILL IN ARKANSAS 


favor. There is considerable doubt of our Notary 
Public bill becoming a law. It is getting along near 
the end of the session, the appropriation bills are yet 
to come up, and the time is very short. However, it 
is being looked after and pushed.” 

Under date of February 24 Mr. Rogers further 
advises that the Bank Slander bill was passed as a 
section of the amended Bank Act and is now law. 


SPECIAL TAX ON BANKS AS BROKERS 


Section 407 of the Act approved Sentember 8, 
1916, provides: 


“On and after January 1, 1917, special 
taxes shall be and hereby are imposed an- 
nually as follows: * * * Second. Brokers 
shall pay $30. Every person, firm or com- 
pany whose business it is to negotiate pur- 
chases or sales of stocks, bonds, exchange, 
bullion, coined money, bank notes, promissory 
notes, or other securities for others, shall be 
regarded as a broker.” 


This is the same as the former provision in the 
Act of October 22, 1914, except that the former law 
provided in the definition of a broker, those who 
negotiate, etc., “for themselves or others” and con- 
tained a proviso that a person paying special tax 
as banker should not be required to pay special tax 
as broker. 

Under the new law it is seen that a bank is 
subject to special tax as broker, in addition to pay- 
ing the special tax as banker, where it engages in 
transactions of a brokerage nature within the mean- 
ing of the tax law. Many banks are called upon by 
their customers to act as agent or intermediary in 
corresponding with brokerage houses in the matter 
of purchases or sales of securities for the customer, 
in which the banks charge no commission upon the 
purchase or sale, but simply their actual expenses 
incurred for the service rendered, including an ex- 
change charge for a draft in making remittance to 
the broker. The collectors in a number of the dis- 
tricts have ruled in many such cases that the bank 
was liable to the special tax as broker. In view of 
these controversies between banks and collectors, 
General Counsel of this Association applied to the 


Commissioner of Internal Revenue for a ruling on 
the matter. The question was presented in a letter 
from him to the Commissioner under date of Janu- 
ary 8, 1917, from which the following excerpts are 
taken, omitting statement of facts in the particular 
case submitted: 

“I write to request a ruling that where a 
bank occasionally acts as agent for its cus- 
tomer in the purchase of securities without 
charging a commission therefor—i. e., makes 
telephone inquiry of a brokerage house in an- 
other city as to price, informs its customer 
thereof, instructs brokerage house to make 
purchase for its customer, receives from 
brokerage house a statement of amount due 
plus commissions, pays same and charges 
amount to its customer, the only charge by 
bank to customer being for the telephone 
message and an extra charge for transmitting 
the money—the bank is not subject to special 
tax as broker.* *: * 

“The statute provides that ‘every person 
* %* * whose business it is to negotiate pur- 
chases or sales of stock * * * or other 
securities for others, shall be regarded as a 
broker.’ I do not think it can be said in any 
real sense that the bank in such case negoti- 
ates the purchase for its customer. The 
broker who purchases the stock does the real 
negotiating for which he charges a commis- 
sion. All that the bank does is to act as 
agent for its customer in placing the order . 
and transmitting the money. In any event, 
where such acts are only occasional and do 
not constitute the regular business of the 
bank, it is not taxable as broker according to 
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the decision of the Supreme Court in Warren 
v. Shook, 91 U. S. 704 and the trend of pre- 
vious rulings which have been published by 
your office. 

“In Warren v. Shook, the Supreme Court 
referring to a similar statute said: ‘All parts 
of the definition are qualified by the words 
“whose business it is.” * * * it is. only 
when making * * * purchases is_ his 
business, his trade, his profession, his means 
of getting his living or of making his fortune, 
that he becomes a broker within the meaning 
of the statute.’ ” 

“It is not necessary, of course, for me to 
quote in this letter the rulings already made 
that occasional acts of negotiation which do 
not constitute the regular business of a per- 
son, do not subject him to the broker’s tax. 

“The point of this letter is (1) that the 
transaction in question is not in any real sense 
a negotiation of a purchase within the mean- 
ing of the law, the act being as agent, with- 
out charge and the broker conducting the ne- 
gotiation and making the charge and (2) in 
any event the act is only occasional and not 
the regular business of the bank.” 


Under date of February 2, 1917, Commissioner 
Osborn replied as follows: 


“Receipt is acknowledged of your letter 
of the eighth ultimo, from which it appears 
that it is a practice for banks to make in- 
quiries in behalf of depositors relative to the 
price of stocks and other securities and to 
give orders for the securities, paying the 
prices thereof and charging the amounts to 
the customers; the banks receiving no re- 
muneration for such services other than an 
extra charge for transmitting the money and 
for the cost of telephone inquiry of the 
brokers. 

“In reply you are informed that this office 
holds that, if the transactions are undertaken 
by the banks, not as brokers, but merely for 
the accommodation of their customers, and no 
profit is realized thereon or remuneration re- 
ceived other than payment for expenses ac- 
tually incurred, such banks are not required 
to pay special tax as brokers.” 


The above is published for the information of 
members generally. . 


CHECKS PAYABLE .IN NEW YORK EXCHANGE 


HECKS are sometimes made payable “in New 
C York exchange” or “in New York exchange 
at current rates” and the question frequently 

arises as to the negotiability and validity of an in- 


strument so payable. One of the requisites of nego- 
tiability is that the instrument must be payable in 
money and the question is whether an instrument 
payable in exchange satisfies this requirement. Be- 
fore the passage of the Negotiable Instruments Act 
the decisions were in conflict whether an instrument 
payable “with exchange” on a given place was ne- 
gotiable; but that Act settled the conflict in favor 
of negotiability by the provision that “the sum pay- 
able is a sum certain within the meaning of this 
Act although it is to be paid * * * with ex- 
change, whether at a fixed rate or at the current 
rate.” 


Decisions prior to the Negotiable Instruments 
Act upon the question of negotiability of an instru- 
ment payable “in exchange” on a given place were 
less frequent, but in a few cases it was held that 
such an instrument was not payable in money and 
consequently was not negotiable. Thus in Chandler 
v. Calvert, 87 Mo. App. 362, it was held that a note 


payable “in New York exchange” was not negoti- - 


able. the court saving: “New Vork exchange is nat. 


money; it is a commodity or, in other words, it is 
property.” Also in Hogue v. Edwards, 9 Ill. App. 
153, it was held that a check payable “in Chicago 
exchange” is not payable in money and the court 
said: “A bank is not obliged to pay a check drawn 
by a depositor in anything but money; whether it 
will give exchange upon a request contained in a 
check is a matter of agreement.” So, also in First 
Nat. Bank of Brooklyn v. Slette, 67 Minn. 425, a 
note was “payable by New York or Chicago ex- 
change” and the court construed the promise as not 
to pay a given number of dollars in money but the 
promise of the maker “is to make payment by in- 
land bills, which he must purchase in‘the market”; 
therefore, the instrument was held non-negotiable. 
The Supreme Court of Minnesota in this case says: 
“The case of Bradley v. Lill (4 Biss. 478, Fed. Cas. 
No. 1783) is the only one to which our attention has 
been called where the language of the instrument 
was similar to the one-under consideration., In, the 
case referred to the note was made in Chicago and 
was payable at New York ‘in’ exchange; and it was 
held that the note was negotiable upon the ground 
that the promise was to pay the sum named in the 


note ‘with’ exchange, which was a mere incident to 
the debt.” 
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The Counsel of the Federal Reserve Board in 
an opinion rendered to the Board and published in 
the Federal Reserve Bulletin for September, 1916, 
in which the above decisions are reviewed, likewise 
reaches the conclusion that a bill or note made pay- 
able “in exchange” is not payable “in money” and 
is therefore not negotiable. Referring to Bradley v. 
Lill, supra, he says: “In the case of Bradley v. Lill 
(4 Biss. 473) a bill payable ‘in exchange’ was held 
to be a negotiable instrument but in that case, how- 
ever, the court construed the bill as one payable in 
money ‘with exchange,’ so that it is not inconsistent 
with the general rule laid down by the text writers 
and the various courts to the effect that a bill or 
note payable ‘in exchange’ is not payable in money, 
but is payable in another instrument, a commodity 
or property which is not money, and that it is, 
therefore, not a valid negotiable instrument.” He 
further states: “Inasmuch, therefore, as instruments 
drawn payable ‘in exchange’ fail to comply with the 
requisites of a check or draft as generally defined 
and as contemplated by section sixteen of the Fed- 
eral Reserve Act, it is the opinion of this office that 
Federal reserve banks cannot legally be required to 
receive such instruments for collection or credit.” 

There remains to be noticed a decision of one 
of the Federal courts, contrary to the above conclu- 
sion, rendered in March, 1909, under the Negotiable 
Instruments Act of Iowa. Security Trust Co. v. 
Des Moines County, 198 Fed. 331. In that case 
county certificates of indebtedness were issued in 
Iowa “payable in New York or Chicago exchange.” 
The question involved was their negotiability, upon 
which depended the right of the purchaser to en- 
force the certificates free from defense. The court 
held that under the Negotiable Instruments Act of 
Iowa which provides that the sum payable shall be 
a sum certain within the meaning of the Act “al- 
though it is to be paid * * * with exchange, 
whether at a fixed rate or at the current rate” the 
bonds were negotiable and that their negotiability 
was not affected because made payable “in New 
York or Chicago exchange.” The court referred to 
the former irreconcilable conflict of authority upon 
the negotiability of instruments payable “with ex- 
change” and stated that many of the cases had been 
decided accordingly as to whether particular courts 
| believed in a rigid or liberal construction of the long 
time requirement that the. obligation should be 
certain as to the amount the obligor should pay. Ii 
pointed to the familiar rule that as to commercial 
paper, the courts of the United States will exercise 
their own independent opinion and will not be con- 
trolled by the Supreme Court of the state in the 
absence of a state statute and referred to the de- 
cision of the Supreme Court of the United States 
in Bull v. Bank, 123 U. S. 105, that the words “in 
current funds” do not make the instrument non- 
segotiable, although the Iowa Supreme Court in 


Haddock v. Woods, 46 Ia. 433, has held ptherwise. 
Coming to the precise point, the court said: 


“It was argued that the obligation in suit 
is not payable in money, because it is made 
payable in exchange, and not with exchange. 
This is very critical, and the distinction, so 
refined, that it is difficult to see it. Whether 
‘in’ and ‘with’ are synonyms, and whether 
there are such things as synonyms, I leave to 
others who have time for such discussions. 
But great commercial questions like this ought 
not to turn on the particular shade of mean- 
ing of some preposition. The defendant agreed 
to pay so much money, and the payee was to 
receive it. The payee was in another state. 
It must either come after the money, or the 
money when paid at the county treasurer’s 
office was to be carried in some form to Ro- 
chester, N. Y. It was a method of carriage 
to Rochester, which would be attended with 
cost, and it was agreed that the payor should 
pay the cost. I do not say the distinction be- 
tween ‘in’ and ‘with’ cannot be seen, but it is 
difficult to see. The great per cent. of the 
business of the country is done in commercial 
paper, and a great per cent. of that paper is 
payable both ‘in’ and ‘with’ exchange.” 


Upon the negotiability of an instrument pay- 
able “in New York exchange,” therefore, the few 
courts that have thus far passed upon the question 
have developed distinctive views as follows: 


1. The instrument is not payable in money, but 
in a bill of exchange which is a commodity or prop- 


erty; therefore is not negotiable. This view has 
been taken by the Supreme Court of Minnesota and 
by lower state courts in Missouri and Illinois, all 
these cases being prior to the Negotiable Instru- 
ments Act. 


2. The instrument is payable in money with ex- 
change added and is therefore negotiable. This 
view was taken by the Federal court in Bradley v. 
Lill, prior to the Negotiable Instruments Act. 

3. The instrument is payable in money with 
(i. e., “in” or by giving) a bill of exchange there- 
for on New York and is therefore negotiable under 
the provisions of the Negotiable Instruments Act. 
This is the view of another Federal court in the 
comparatively recent case of Security Trust Co. v. 
Des Moines County, decided under that Act. 


It is obvious in view of the above conflict, that 
no opinion can be asserted with positiveness either 
in affirmation or denial of the negotiability of a 
check payable “in New York exchange.” As ju- 
dicial minds have differed in the past, they will most 
likely differ in the future, and in some states and 
jurisdictions such instruments may be held negoti- 
able while, in others, the reverse will be!held. 

Before the passage of the Negotiable Instru- 
ments Act, there was a conflict of authority as to 
whether an instrument payable “in currency” or “in 
current funds” was negotiable and the provision of 
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the Uniform Act that “the validity and negotiable 
character of an instrument is not affected by the 
fact that it * * * designates a particular kind 
of current money in which payment is to be made’ 
was probably designed to settle the conflict. But it 
is doubtful if it does so for, since the passage of the 
Negotiable Instruments Act in Iowa in 1902, the 
Supreme Court of that State in Dille v. White, 109 
N. W. 909, decided in 1906, following previous de- 
cisions but without referring to the Negotiable In- 
struments Act, held that a cashier’s check payable 
“in current funds” was not payable in money and 
was not negotiable. The Negotiable Instruments 
Act passed in Illinois in 1907 clears up any doubt 
upon this point and varies from the uniform pro- 
vision by expressly providing that “the validity and 
negotiable character of an instrument is not affected 
by the fact that it * * * is payable in currency 
or current funds; or designates a particular kind of 
current money in which payment is to be made.” 
A universal amendment along these lines might be 
desirable; and if it should be deemed sound legisla- 
tive policy, might include a provision that negoti- 
ability should not be affected by making the instru- 
ment payable in exchange on solvent banks. Ninety 


per cent. of the deposits in banks are made in bank 
exchange, which is virtually accepted as money, and 


it might better suit business needs and conform to 
sound policy if the negotiability of checks payable 
in like medium was positively established by legis- 
lative enactment. Until the rule is settled by legis- 
lation, however, the likelihood is, as already stated, 
the courts will continue to differ and that instru- 
ments payable “in exchange” on New York or other 
place will be held negotiable in some jurisdictions 
and non-negotiable in others. 

Aside from negotiability, the question of the 
validity of a check “payable in New York exchange” 
or “in New York exchange at current rates” will be 
briefly considered. A bank is not obliged to pay a 
check drawn in the ordinary form by giving a bill 
of exchange therefor, but, of course, by agreement 
with its depositor, he may make his check payable 
in exchange and a check so drawn, whether or not 
negotiable, is at all events valid as an order upon 
the bank to be paid according to its terms. Except 
for the earlier decision in Bradley v. Lill, supra, 
which would indicate that the holder of such a check 
might demand the face amount in cash, with the 
cost of exchange added, the few courts that have 
considered this form of instrument seem agreed 
that it does not call for cash settlement but for 
payment according to its terms, that is, by the giv- 
ing of a bill of exchange, and the only difference 
between these courts is whether such a medium of 
payment deprives the instrument of negotiability. 
The garlier cases hold the instrument is not payabic 
in money but by a bill of exchange, hence is not ne- 
gotiable, but the more recent Federal court decision 


under the Negotiable Instruments Act is to the 
effect that payment by giving a bill of exchange ac- 
cording to the terms of the check, is a sufficient 
tender of money to satisfy the requirements of the 
Act. 

One reason why a country bank may arrange 
with its customer to draw his checks payable in New 
York, in Chicago or Kansas City exchange may arise 
from the fact that the customer may have a large 
balance to his credit and may occasionally draw his 
checks beyond the capacity of-the reserve in vault 
to meet;.in such case, payment by a bill of exchange 
on the bank’s reserve depository is the most con- 
venient method. 

Another reason for making checks payable “in 
New York exchange” or “in New York exchange at 
current rates” is, it is understood, to enable the 
bank upon which the check is drawn to remit by 
draft on New York, deducting the exchange charge 
from the amount of the remittance. This raises the 
question, who must pay the exchange upon checks 
drawn in these forms and whether checks so drawn 
will accomplish the object desired? 

Where ordinary checks have been presented 
through the mail and remittance therefor made by 
agreement with the holder by bill of exchange, it 
has been customary for the payor to dedtct the 
exchange charge. But where a check is drawn pay- 
able “in New York exchange” it would seem obli- 
gatory upon the payor to remit the full amount 
without charge to the holder for, according to the 
terms of the check, the holder is entitled to payment 
by bill of exchenge which it is the duty of the payor 
to furnish. As said by the Federal Court in Secur- 
ity Trust Co. v. Des Moines County, supra, concern- 
ing a negotiable bond executed in Iowa “payable in 
New York or Chicago exchange”: “It was a method 
of carriage to Rochester which would be attended 
with cost and it was agreed that the payor should 
pay the cost.” In other words, upon such a form of 
check, the cost of furnishing the exchange is upon 
the payor, not upon the holder. Many bankers seem 
to act on the belief that a check drawn payable “in 
New York exchange” entitles the drawee to deduct 
exchange in making the remittance, but it would 
seem, according to the terms of the contract, that 
the obligation to furnish such exchange is upon the 
payor and that any charge therefor must be paid 
by the drawer, 

Is the case different where the check is made 
payable “in New York exchange at current rates’? 
Is this to be construed as an order entitling the 
payee to New York exchange provided he pays or 
allows a deduction of the current rate therefor to 
the drawee or is it an order to the drawee to pay 
New York exchange to the payee and charge the 
current rate therefor to the drawer? The contract 
of the drawer with the payee of the check is that the 
latter shall receive New York exchange at current 
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rates. It might be held in this case to be the agree- 
ment of the parties that the cost of the current rate 
of exchange should be borne by the payee or holder. 
At the same time it does not seem free from doubt 
that a court would so construe the contract. The 
undoubted intention of the drawer when he makes a 


check so payable is that the payee shall pay the 
cost of the exchange, but it would seem better to 
more explicitly so provide in the terms of the check 
as, for example, by making it payable “in New 
York exchange chargeable to the holder at current 
rate.” 


CONSTITUTIONALITY OF TAX EXEMPTION OF 
MORTGAGES AND BONDS OF FEDERAL BANKS 


dered an opinion to the Secretary of the 

Treasury upholding the constitutionality of 
the provision of the Federal Farm Loan Act ex- 
empting first mortgages executed to Federal Land 
Banks, or to Joint Stock Land Banks, and the Farm 
Loan Bonds to be issued by these banks from State, 
municipal and local taxation. The Secretary asked 
the Attorney-General for the opinion in response to 
a number of inquiries submitted to the Federal 
Farm Loan Board and with a view to settling any 
possible doubt that might exist. 

Section twenty-six of the Federal Farm Loan 
Act after exempting from all taxation every Federal 
Land Bank, every National Farm Loan Associa- 
tion, including the capital and reserve or surplus 
therein and the income derived therefrom, except 
taxes upon real estate, provides as follows: 


A TTORNEY-GENERAL GREGORY has ren- 


“First mortgages executed to Federal 

Land Banks, or to Joint Stock Land Banks, 

and farm loan bonds issued under the pro- 

visions of this act, shall be deemed and held 

to be instrumentalities of the Government of 

the United States, and as such they and the 

income derived therefrom shall be exempt 

from Federal, State, municipal, and _ local 

taxation.” 

The opinion is confined to the constitutionality 

of that portion of the section which exempts first 

mortgages and Farm Loan Bonds from State, muni- 

cipal and local taxation. The Attorney-General 

bases his opinion upon McCulloch v. State of Mary- 

land, 4 Wheat. 316, and cases following and similar 

to that case. The Attorney-General reaches the 

conclusion that a tax upon these bonds and mort- 

gages would be a tax upon the most important 

operations of the system and might hamper it to 
so great an extent as to render it unsuccessful, 


OPINIONS OF THE GENERAL COUNSEL 


DRAWEE’S RIGHT TO REQUIRE GUAR- 
ANTY OF PAYEE’S INDORSEMENT 


Where express company, appearing from indorse- 
ments to be only an agent for collection, pre- 
sents a check for payment received by it from 
a distant point, drawee has right to require 
guarantee by collection agent of prior indorse- 
ments, as a prerequisite to making payment. 


From Oregon—As a member of the American 
Bankers Association we wish to submit for your ad- 
vice and counsel the question we have raised as 
follows. We are not members of the Federal Re- 
serve Banking System and we have refused to remit 
at par for checks drawn on this bank and for this 
reason the Federal Reserve Bank of this district 
sends all checks drawn on us through the Wells 
Fargo & Company Express. No doubt you are famil- 
iar with the custom prevailing among banks, bank- 
ers and trust companies and the usual form of in- 
dorsement supplied by these banks in transferring 
from oné to the other negotiable instruments. As 
an illustration, however, I wish to take one particu- 


lar check and briefly outline indorsements thereon: 
The check drawn by one of our customers is payable 
to the Blank Brick & Tile Company, of Newark, New 
Jersey, and by them indorsed payable to the Blank 
National Bank of Newark, New Jersey, who in turn 
indorse the check substantially as follows: “Pay any 
bank or banker or trust company, all prior indorse- 
ments guaranteed, Blank National Bank, Newark, 
New Jersey, January 1, 1917.” The other indorse- 
ments follow in order. Indorsement of a national 
bank, New York City, indorsement of Federal Re- 
serve Bank located in New York City, the indorse- 
ment of the Federal Reserve Bank located in San 
Francisco, all making their indorsements read sub- 
stantially the same as the first indorsement, with the 
exception that the last-named indorsement makes 
the check directly payable to the Wells Fargo & Com- 
ov Express, guaranteeing all prior indorsements. 

e Wells Fargo & Company Express local agents, 
or their representatives, then present this check to 
us for payment. We are about to raise the question 
of our right to refuse payment of any and all of 
these checks unless the indorsement of the local 
Wells Fargo & Company Express is made more com- 
plete. Up to the present time they have refused to 
complete the indorsement other than by putting their 
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paid oom on the back of these checks, which is 
substantially thus: “Paid (month, day and year) 
Wells Fargo & Company Express.” Our contention 
is that we have a right and should compel them to 
provide an adequate indorsement stamp on all these 
checks completing the transfer of the instruments 
in question and guaranteeing all prior indorsements. 
Otherwise, should there ever be a question raised as 
to the genuineness of any of the indorsements prior 
to their indorsement we would be compelled to bring 
action in equity as against the twelfth Federal Re- 
serve Bank located in San Francisco and not against 
the local Wells Fargo & Company Express represen- 
tatives. This would force us to bring action either 
in the Federal court or outside of the state, which 
would be additional burden and expense. What we 
wish to know is, are we within our i em to demand 
a indorsement guaranteeing prior indorse- 
ments 


In the JOURNAL of the Association for Novem- 
ber, 1915, I published an opinion that where a check 
is presented to the drawee bank by an express com- 
pany, agent for collection, the drawee has a right to 
require a responsible guarantee of genuineness of 
prior indorsements from the presenter as a prerequi- 
site of payment and that refusal of payment because 
such guarantee is not given will not subject the 
drawee to liability to the drawer for dishonoring his 
check. 

If the presenter of a check for payment is the 
real or apparent owner thereof, it is liable to refund 
money collected upon a forged indorsement, although 
it has not expressly guaranteed the genuineness of 
prior indorsements. But in,gthe case stated by you, 
the express company as shown by the form of in- 
dorsements on the check, is only an agent for collec- 
tion and is not the real or apparent owner thereof. 
The National Bank in Newark, to whom the check 
was indorsed unrestrictedly by the payee, is the real 
or apparent owner. That bank when it indorsed the 


check “pay any bank or banker; previous indorse-- 


ments guaranteed” did not part with title but simply 
created an agency in the indorsee to collect. An 
indorsement “pay any bank or banker or order” is 
restrictive. Bank of Indian Territory v. First Nat. 
Bank, 83 S. W. (Mo.) 587; First Nat. Bank v. Savan- 
nah Bank & Trust Co., 68 S. E. (Ga.) 872; First Nat. 
Bank of Minneapolis v. City Nat. Bank of Holyoke, 
182 Mass. 180. All the subsequent indorsements 
were in the same form, except that the indorsement 
by the Federal Reserve Bank of San Francisco to 
the express company was in the direct, or title- 
conveying form. But as the Federal Reserve Bank 
of San Francisco received the check, under indorse- 
ment which simply made it an agent for collection it 
could not, by a direct form of indorsement, convey 
to the express company a title to the check which it 
did not possess but which was retained by the Na- 
tional Bank in Newark which first indorsed the 
check. The express company, therefore, was simply 
an agent for collection of this check. 

The conclusion that the drawee has a right to re- 
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quire a guarantee of prior indorsements from an 
agent for collection who presents a check for pay- 
ment and may rightfully refuse payment if such 
guarantee is not forthcoming, is based upon the con- 
sideration that if the prior indorsement is forged, 
the agent would not be responsible after payment 
over of the proceeds to its principal. This was di- 
rectly held in the case of National Park Bank v. Sea- 
board Nat. Bank, 114 N. Y. 28, except that in that 
case the money was paid to the agent for collection 
upon a raised check rather than upon a forged in- 
dorsement. A check on the Park bank for $8 had 
been raised by the payee to $1,800. It had been in- 
dorsed in blank by the payee and delivered to a bank 
at Eldred, Pa. The Eldred bank indorsed the check 
“for collection” to the Seaboard bank, New York, 
and that bank received payment from the drawee and 
paid over the proceeds to the Eldred bank. The Na- 
tional Park Bank sued the Seaboard bank but the 
Court of Appeals held that the latter bank appear- 
ing by the indorsement to be a mere agent, was not 
liable after it had paid over the money to its princi- 
pal. That case was followed by National Park Bank 
v. Eldred Bank, 90 Hun (N. Y.) 285, in which the 
Park bank sought to recover the money from the 
Eldred bank. In this case the Park bank was held 
entitled to recover. The Eldred bank proved that it 
was, in fact, merely an agent for collection, but as 
this fact was not indicated by the indorsement, it 
having received the check under indorsement in 
blank, the court held that it must be regarded as 
owner, appearing by the indorsement to be such, and 
applied the general rule that money paid under a 
mistake of fact may be recovered. The court said: 
“In the case of the Seaboard bank, the agency was 
disclosed; in the case of the Eldred bank it was not. 
In the presentation of the draft the Eldred bank 
represented itself to be the owner of the draft and 
the payment was made by plaintiff under those cir- 
cumstances. It does not seem to need the citation 
of authorities to show that where money is paid 
upon a raised draft without any negligence on the 
part of the person paying the same, it can be recov- 
ered from the party to whom it was paid.” 

In the light of the above authorities, and apply- 
ing same to the present case, if you paid the check 
in question to the express company and it later was 
discovered that the indorsement of the payee was a 
forgery and the express company had turned the 
proceeds over to the Federal Reserve Bank in San 
Francisco, you would have no recourse upon the ex- 
press company, but would have to look, as you say, 
to the Federal Reserve Bank of San Francisco which 
would be liable upon its express guarantee of the 
prior indorsements. 

In view of the rule of law that an agent for col- 
lection, whether an express company or other agent, 
is not responsible for the genuineness of prior in- 
dorsements and cannot be held liable for money col- 
lected upon a check bearing a forgery of an indorse- 
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ment after it has turned the proceeds over to its 
principal, the conclusion seems reasonably to follow 
that, unless the collecting agent will itself guaran- 
tee the genuineness of the prior indorsements, the 
payor bank is justified in refusing payment, with- 
out incurring responsibility to the drawer of the 
check. While there is a dearth of authority upon 
this precise proposition, it is almost universally the 
custom for collecting banks to guarantee prior -in- 
dorsements as a drawee bank cannot know as to the 
genuineness of the indorsement of a distant payee. 
In my opinion published in the JourNAL for Novem- 
ber, 1915, above referred to, I discussed this ques- 
tion at some length and stated my conclusion in the 
following language: “I think the conclusion is war- 
ranted that when a check is presented to the drawee 
bank by an agent for collection, the bank has a right 
to require a responsible guaranty from the presenter, 
and if this is not forthcoming, can refuse payment 
without being held responsible to the drawer in dam- 
ages for dishonoring his check drawn against suffi- 
cient funds. While I can find no decision wherein 
the proposition here advanced was the question at 
issue, the logic of the situation and the obvious neces- 
ity that the drawee be protected before paying the 
check would seem to point inevitably to this conclu- 
sion. The right to a guaranty would not be so clear 
where the check was presented by a bank which held 
it as owner and not as agent for collection, as in such 
case there would be a liability of the presenter irre- 
spective of any guaranty.” 


REASONABLE TIME FOR PRESENT- 
MENT OF CHECK 


Where bank in which check is deposited for collec- 
tion is in same town with drawee, it has until 
close of banking hours of following business day 
in which to present for payment—Effect of cus- 
tom of presentment through clearing house as 
extending reasonable time period upon liability 
of (1) drawer (2) presenting bank. 


From Oregon—We have been in the habit of 
clearing with our local competitor here at three 
o’clock, the hour at which both banks in this town 
close. Recently the bank examiner suggested that 
we clear at one o’clock, as this would facilitate mat- 
ters. It has always been the writer’s understanding 
that any checks deposited with us on the other bank 
in this town must be presented to them for payment 
on the same day, prior to the regular closing hours, 
and that in case we held these checks over, and the 
bank should fail, or the depositor should withdraw 
his balance, and we would present the check the 
next day, that we would be liable therefor. I am 
aware that the banks in a good many cities clear on 
a different basis than this, at different hours during 
the day, and in the cities where they have clearing 
houses with established customs, I have no doubt 
that this is legal, but in a town of this size, it would 
seem to me that our depositor would have recourse 


on us if we failed to present the check during bank- 
ing hours on the same date that he deposited the 
check with us. Will you please render us an opin- 
ion on this matter. 


The Negotiable Instruments Act provides that “a 
check must be presented for payment within a rea- 
sonable time after its issue or the drawer will be 
discharged from liability thereon to the extent of 
the loss caused by the delay.” 


Where a check is issued and delivered in the 
place where the drawee is located, the well-estab- 
lished rule adopted by the courts is that the reason- 
able time for presentment to hold the drawer ends 
with the next business day after delivery of the 
check. As said by the Supreme Court of your state 
in Kershaw v. Ladd, 34 Oregon, 375, “the rule gov- 
erning the time in which the holder is required to 
present a check in order to relieve himself from the 
risk of loss by failure of the drawee may be stated 
as follows: If the payee receives the check in the 
same place where the bank upon which it is drawn 
is located, he may present it for payment at any 
time before the close of banking hours of the next 
secular day, and thereby maintain recourse against 
the drawer. If in the meantime the bank fails, the 
loss will be the drawer’s.” 


The same rule applies to a bank in which the 
payee deposits a check for collection drawn upon 
another bank in the same place; it has until the 
close of banking hours of the business day following 
its deposit, in which t® present the check. I know 
of no rule which would require the collecting bank 
to make presentment the same day of deposit, in 
the absence of some specific instruction from its de- 
positor so to do. In an early and leading case in 
England (Rickford v. Ridge, 2 Campb. 537) Lord 
Ellenborough said: “The rule to be adopted must 
be a rule of convenience; and it seems to me to be 
convenient and reasonable that checks received in 
the course of one day should be presented the next 
* * * banks would be kept in continual fever if 
they were obliged to send out a check the moment 
it was paid in.” In Merchants National Bank v. 
Dorchester, 186 S. W. (Tex. 1911) 551, the court 
says: “It is well settled that presentment of a check 
for payment by a collecting bank the day after it is 
deposited for collection is timely and the exercise 
of due diligence.” 


Furthermore, according to the rule of some courts, 
where there is a custom of banks in any city or town 
to collect checks through a clearing house, such 
method of presentment is within the requirements 
of diligence and the drawer will remain liable al- 
though the check is not presented until the third 
business day following delivery. Thus in Loux v. 
Fox, 178 Pa. 68, a check was delivered to the payee 
after 3 p. m., May 6, and deposited by the payee with 
his own bank the following day, May 7. The check 
was presented through the clearings May 8, but was 
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not paid as the drawee failed at 11:30 a. m. on that 
day. The drawer claimed he was discharged to the 
extent of the loss caused by failure of the bank. 
The court, recognizing the custom of presentment 
through clearing houses, held the check had been 
presented in a reasonable time and the drawer was 
liable. 

But to the contrary of this is Edmisten v. Herpols- 
heimer, 92 N. W. (Neb.) 138, where a check was 
delivered after banking hours on Friday, May 28, 
deposited on Saturday the 29th, the following Mon- 
day was a legal holiday and on Tuesday the drawee 
failed to open. The court in this case held to the 
rule that where the payee receives the check in the 
place in which the drawee bank is located it must be 
presented not later than the day following its re- 
ceipt, to hold the drawer and it refused to follow 
the Pennsylvania decision in Loux v. Fox that the 
custom of presenting checks through the clearing 
house extended the period of reasonable time so as 
to permit a check delivered after banking hours and 
deposited the following day, to be presented through 
the clearing house on the third day. On this point 
the court held: “That the check is drawn on a bank 
in a city where the collection of such paper is made 
through a clearing house and the check was received 
after banking hours, does not relieve the payee of 
the necessity of presenting it the following day. It 
is the duty of the holder of a check, if he receives 
it after banking hours, to present it during banking 
hours of the next day, if the bank is located in the 
same town; if not, then to forward it by mail the 
next day.” 

In the above case, the action was by the payee 
against the drawer who was held discharged. The 
case did not involve any question of the liability of 
the bank of deposit, as collecting agent, because of 
presentment through the clearing house. In Mer- 
chants National Bank v. Dorchester, supra, however, 
which was a similar case, this question was involved 
and while the court held the drawer discharged be- 
cause of such method of presentment on the ground 
that he had not impliedly consented thereto and was 
entitled to have the check presented directly to the 
drawee not later than the day following its delivery 
by him, it also held that the payee, who deposited 
the check, impliedly consented to and was bound by 
the custom of collecting through the clearing house; 
that the bank was not negligent in thus presenting 
the check and hence was not liable to the payee, its 
depositor, for the amount lost by the failure of the 
drawee. 

So far as your particular situation is concerned, 
I think, in the light of the above, it would be per- 
fectly safe to fix one p. m. as the hour for exchange 
of checks with the other bank in your town, for if a 
check was deposited on any day too late for that 
day’s clearings, its presentment at one p. m. the fol- 
lowrine husiness day would be within the require- 
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ments of due diligence, so far as the duty of the 
presenting bank is concerned. 


USURIOUS DISCOUNT OF NOTE 


In Arkansas, the taking of the highest rate of in- 
terest in advance does not violate the statute 
against usury, but where the interest is taken 
for one year in advance at the highest rate 
upon a note having but ten months to run, the 
transaction is plainly usurious. 


From Arkansas—I am enclosing copy of note 
for your opinion (note dated February 3, 1917, 
payable November 15, 1917, for $100). Were a 
note of this tenor discounted by a bank, by taking 
10 per cent. from its face, could the maker in an 
action upon the note after maturity have any de- 
fense whatsoever in the way of claiming that it 
was a usurious transaction? The amount of dis- 
count taken upon the note in question was $10 and 
the time, you will note, something less than ten 
months. 

The Arkansas statute with respect to usury 
provides: 

“Sec. 5389. All contracts for a greater rate 
of interest than 10 per cent. per annum shall be 
void as to principal and interest, and the general 
assembly shall prohibit the same by law. Art. XIX, 
Sec. 13, Const. 


“Sec. 5390. All bonds, bills, notes, assurances, 
conveyances, and all other contracts or securities 
whatever, whereupon or whereby there shall be re- 
served, taken or secured, or agreed to be taken or 
reserved, any greater sum or greater value for the 
loan or forbearance of any money, goods, things in 
action, or any other valuable thing, than is pre- 
scribed in this act shall be void.” Kirby’s Dig. Stat. 
Ark. (1904), Chap. 113, Secs. 5389, 5390. 

It has been held in Arkansas that the taking 
of the highest legal rate of interest in advance on 
a negotiable note payable twelve months after date 
does not constitute usury under the Arkansas con- 
stitution and act of February 9, 1875, authorizing 
lenders of money to reserve or discount interest 
upon commercial paper not to exceed 10 per cent. 
per annum. Newport Bank v. Cook, 60 Ark. 288. 


This case is cited, with approval, in First Nat. 
Bank v. Waddell, 74 Ark. 241, and is supported by 
the earlier case of Vahlberg v. Keaton, 51 Ark. 534, 
holding that where a note for loaned money is made 
payable in three months without interest until due, 
it is not usury to reserve in advance, out of the 
sum for which it is given, interest thereon at the 
highest legal rate, from the date of the note to its 
maturity. 

It will thus be seen that the collection of in- 
terest in advance on a note in the form submitted 
is not open to the objection that it is usurious. But 
the vice of the transaction in the form of note sub- 
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mitted is that interest is collected for one year in 
advance at the highest rate, whereas the note actu- 
ally matured in less than ten months. This plainly 
amounts to usury. 


BANK’S RIGHT OF SET-OFF 


Bank subrogated to cause of action upon a note 
owing by depositor has right of set-off against 
deposit. 


From Missouri—Some time ago we received a 
note for collection from an implement company on 
a local party here, and the note had several credits 
indorsed on it. In figuring the interest we made an 
error of $4.64, but did not discover it until the note 
had been turned to party signing note and remit- 
tance made to the company. On receipt of the re- 
mittance the company at once notified us of the error 
and asked us to remit the balance, which we had to 
do. We then took the matter up with the party who 
paid the note, and he said that he did not have the 
money then, but would see that we did not lose any- 
thing, and further stated that he would pay us out 
of the first money he got hold of. Several days after 
that he deposited $200 with us. We then charged 
his account with the $4.64. Now to the point: He 
has sued us for the $4.64 and we would very much 
appreciate your opinion in the matter if you can 
conveniently advise us in regard to it. We might 
further state that the party signing note had a dis- 
interested party to figure the interest on the note to 
ascertain if he really owed the $4.64, and it was after 
he had done that that he came in and said that he 
would pay us out the first money that he got hold of. 


I think in the case stated your bank had the 
right to set off the $4.64, balance of interest due on 
the note of your depositor, against his deposit. This 
unpaid balance was concededly due by your deposi- 
tor, the maker of the note, to the holder thereof and 
by omitting to collect same and surrendering the 
note, your bank became liable therefor to such 
holder, your principal. In the discharge of such 
liability you paid over the amount due and there- 
upon became subrogated to the rights and remedies 
of the holder of the note to enforce the debt. For- 
merly, the right of subrogation was limited to trans- 
actions between principal and surety. Heuser v. 
Sharman, 89 Ark. 355; but it is no longer so con- 
fined and is broad enough to include every instance 
in which one party is required to pay a debt for 
which another is primarily answerable. Southern 
Cotton Oil Co. v. Napoleon Hill Cotton Co., 108 Ark. 
555; Holland Banking Co. v. See, 146 Mo. App. 269; 
Capen v. Garrison, 193 Mo. 341; Jones v. Bacon, 72 
Hun 506 (affirmed in 145 N. Y. 446); Rachal v. 
Smith, 101 Fed. 159. 

Your bank, therefore, became subrogated to the 
rights of the holder of the note to enforce payment 
of this unpaid balance of indebtedness and there 
arose a legally subsisting cause of action in its favor 
against the maker of the note. In other words, the 
maker because indebted to you for such amount. In 
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fact, the maker of the note, according to your state- 
ment, acknowledged his indebtedness to you for the 
amount and promised to pay the same out of the 
first money he obtained. 

I am of opinion such indebtedness was a proper 
subject of set-off against his deposit. It is familiar 
law that a bank has a right to apply the deposit of 
a debtor upon his matured indebtedness; in other 
words, to charge the debt owing by the depositor 
against his deposit. See the following Missouri 
cases: Union Bank v. Tutt, 5 Mo. App. 342; Muench 
v. Valley Nat. Bank, 11 Mo. App. 144; Ehlermann v. 
St. Louis Nat. Bank, 14 Mo. App. 591. 


SET-OFF DECEDENT’S UNMATURED 
NOTE AGAINST HIS SAVINGS 
ACCOUNT 


Bank in Pennsylvania has right to set off unmatured 
note against savings account of solvent decedent 
if note matures prior to commencement of suit 
for deposit; but set-off not allowed if estate of 
decedent insolvent. 


From Pennsylvania—We would be pleased to 
have your opinion on the following question: John 
Doe borrows from this bank on our regular form of 
judgment note, $100. Some time after the money is 
borrowed he deposits in a savings account $600. 
Several days after making the deposit he dies. The 
note is not due for a month after his death. The 
administrator of his estate comes around to see how 
much money is on deposit in this bank. We give 
him the amount but tell him that the $100 note will 
be charged to the account when due. Can we charge 
— note to the account of the deceased when it is 

ue; 


It has been held in Pennsylvania that if at the 
time of the death of a testator or intestate, his 
estate is insolvent an unmatured debt owing by such 
decedent cannot be set off against a debt owing to 
the decedent, although it became due before com- 
mencement of suit. If, however, the estate is sol- 
vent, such debt can be set off, if due when suit was 
commenced. Bosler v. Exchange Bank, 4 Barr. 
(Pa.) 32; Appeal of Farmers, etc., Bank, 48 Pa. 
St. 57; Blum Bros. v. Girard Nat. Bank, 93 Atl. 
942; Commonwealth v. Tradesmen’s Trust Co., 250 
Pa. St. 372. 

You will find reference to some of these de- 
cisions and the reasons underlying same in an 
opinion published in the JouRNAL for January, 1915, 
at page 508, to the effect that a bank in Pennsyl- 
vania may charge a note to the account of a maker, 
although unmatured at the time of his decease, pro- 
vided his estate is solvent and the note becomes due 
befcre commencement of suit, but that the right so 
to charge the note would not exist if his estate is 
insolvent. 

The same conclusion applies in your case. The 
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fact that the deposit is in a savings account does 
not deprive your bank of the right of set-off because 
a savings deposit is not a trust fund but a debt due 
by the bank. See opinion published in JOURNAL for 
December, 1914, at page 384, upholding the proposi- 
tion that bank can charge an indebtedness of the 
depositor to his savings account. 

In the present case, therefore, the bank would 
have a right to charge the note to the account of 
the deceased when it becomes due a month after his 
death, provided his estate is solvent and suit has 
not been brought against the bank for the deposit 
before maturity of the note. 


BANK TAXATION IN NORTH DAKOTA 


Stockholders of bank organized after April 1 not 
liable to taxation for current year. 


From North Dakota—We would like to know if 
a state bank started after March 1 would be as- 
sessed for 1917. Or is bank stock assessed no mat- 
ter what time of the year a bank is started? 


The North Dakota statute provides: “The 
stockholders of every bank located in this state 
* * * shall be assessed and taxed on the value 
of their shares of stock * * *; such shares 
shall be listed and assessed annually, with regard 
to the ownership and value’ thereof on the first day 
of April of each year * * *.” Comp. Laws, 
1918, North Dakota, section 2115. 

_ It has been held by the Supreme Court of North 
Dakota that April 1 is the date for determining the 
taxability, ownership and value of real and personal 
property for taxation and that personal property 
not then in existence, or brought into the state after 
such date, is not taxable for the current year. Gaar, 
Scott & Co. v. Sorum, 90 N. W. (N. Dak.) 799. 

In the light of the above, it would seem that if 
the bank was organized before April 1 the shares 
would be taxable for the current year; but other- 
wise, if organized after April 1. 


MINIMUM CHARGE OF ONE DOLLAR 
BY NATIONAL BANK FOR SMALL 
LOANS 


Under the Massachusetts statute, which allows par- 
ties to contract for any rate of interest or dis- 
count, a minimum charge of $1 deducted by a 
National Bank as an interest and service charge 
upon a small loan, is lawful, and within the per- 
mission granted by the National Bank Act to 
charge and receive interest at the rate allowed 
by the laws of the state. 


From Massachusetts—Can you advise us in the 
following circumstances: It is the custom of our 
bank to make a minimum charge of $1 to cover 
both interest and service in small loans. The Comp- 


troller keeps insisting that this whole charge should 
be counted as interest and that so counted it would 
constitute a usurious charge. As we have under- 
stood the National Banking Law relative to inter- 
est a National Bank is permitted to make any charge 
that is permitted to any state institution by state 
law and the state law would seem to us to specifical- 
ly justify and permit any rate of interest and any 
service charge agreed to by the borrower. Will you 
kindly advise us if we have read these laws incor- 
rectly and if we are laying ourselves liable to the 
charge of usury? 


The Massachusetts statute provides: 


“Sec. 3. If there is no agreement or pro- 
vision of law for a different rate, the interest of 
money shall be at the rate of $6 on each $100 for 
a year, but, except as provided in Sections 35, 
41, 51, 58, 57, 60, 61 and 62 of Chapter 102 (regu- 
lating rates of pawnbrokers), it shall be lawful to 
pay, reserve or contract for any rate of interest or 
of discount. No greater rate than that before men- 
tioned shall be recovered in a suit unless the agree- 
ment to pay it is in writing, and no bond issued by 
a corporation shall bear interest at a yearly rate 
exceeding $7 upon each $100.” (Rev. Laws Mass. 
1902, Chap. 73, Sec. 3). 

Under this statute it has been held that it is 
lawful for parties to contract for any rate of inter- 
est or discount. Lamprey v. Mason, 148 Mass. 231. 


The U. S. Revised Statutes, §5197, provides that 
any National Banking Association may take, receive, 
reserve, and charge on any loan or discount made, 
or upon any note, bill of exchange, or other evidence 
of debt, interest at the rate allowed by the laws of 
the state, territory, or district where the bank is lo- 
cated, and no more, except that where by the laws 
of any state a different rate is limited for banks 
of issue organized under state laws, the rate so lim- 
ited shall be allowed for associations organized or 
existing in any such state under this title. When 
no rate is fixed by the laws of the state, or terri- 
tory, or district, the bank may take, receive, re- 
serve, or charge a rate not exceeding 7 per cent., 
and such interest may be taken in advance, reckon- 
ing the days for which the note, bill, or other evi- 
dence of debt has to run. 

Under the Massachusetts statute which pro- 
vides that it shall be lawful to “contract for any 
rate of interest or discount” it would seem that 
your bank would have a right to make a minimum 
charge of $1 to a borrower upon a small loan, to 
cover both interest and service, provided this was 
done by agreement or contract with the borrower. 
The law does not appear to require that such agree- 
ment be in writing, except that “unless the agree- 
ment to pay is in writing” no greater rate than 6 
per cent. shall be recovered in a suit. This excep- 
tion would appear to relate only to the remedy to 
enforce payment of a higher. rate which has not 
been paid and not to affect the validity of an oral 
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agreement under which the higher rate is paid in 
advance at the time of making the loan. It would 
seem that where interest at a higher rate than 6 
per cent. has been paid under an oral agreement or 
understanding, such amount may be retained and is 
lawful but that to enforce an exécutory agreement 
for a higher rate, such agreement must be in writ- 
ting. Winchester v. Glazier, 152 Mass. 316. 

In the case stated, therefore, where a National 
Bank in Massachusetts makes a small loan and de- 
ducts $1 as an interest and service charge by oral 
agreement with the borrower, the conclusion seems 
warranted that such rate of interest and charge is 
lawful under the law of Massachusetts, although 
the amount deducted exceeds 6 per cent. interest on 
the amount of the loan, and that such deduction is 
within the permission granted by the National Bank 
Act that a national bank may deduct interest at 
the rate allowed by the laws of the state. 


CERTIFICATE OF DEPOSIT IN EXCESS 
OF CONSIDERATION RECEIVED 


A bank which in error issues a negotiable certificate 
of deposit for $500 to a customer in exchange 
for the latter’s check for like amount but which 
is an overdraft to the extent of $100, can with- 
hold payment of the excess to the customer up- 
on the certificate, but is liable thereon for the 
full.amount to a holder in due course to whom 
the instrument has been negotiated. 


From Pennsylvania—A customer of this bank, 
a married woman, deposited $100 to her checking ac- 
count and requested in exchange a negotiable certifi- 
cate of deposit for $500, stating that the $100 she 
had just deposited made $500 to her credit on check- 
ing account. The customer drew her check for $500 
to cover the certificate, which was delivered to her. 
As the customer was leaving the bank we looked up 
her account and it was discovered that she had over- 
drawn same $200 as shown by the books. The cus- 
tomer was recalled and protested that she had $500 
to her credit and that we had made an error in 
posting some of her deposit to a wrong account. We 
hastily examined the books and found there were 
two items of $100, each credited to the woman’s 
husband, and concluded there was an error on our 
art. We made apology to the customer and she 
eft with the certificate. The next morning we made 
a thorough investigation and found that $100 that 
had been credited to her husband should have been 
credited to the wife but that as to the other $100, 
it was properly credited to the husband and that 
when she drew her check for $500 for the certificate 
of deposit, she had overdrawn her account $100. As 
soon as we discovered the real facts we endeavored 
to explain it to our customer, but to no avail. Kindly 
advise whether we can refuse payment on this cer- 
tificate and more especially as to our right to re- 
fuse payment in case the certificate should come to 
us through an innocent purchaser. 


According to the facts, you issued a negotiable 
certificate of deposit for $500 to one of your de- 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


March, 1917 


positors in exchange for her check on you for $500 
which, as it turned out, overdrew her account $100. 
So long as the certificate remains in your depositor’s 
hands, or if presented by her in person, you could 
refuse payment of the excess over $400. In other 
words, to the extent of $100 you received no con- 
sideration for this certificate and you would have 
the right to set off this amount and only pay her the 
difference. 

But if the certificate should be negotiated to an 
innocent purchaser, or as is termed in the Negoti- 
able Instruments Act, a holder in due course, you 
would be held liable to such holder for the full 
amount of the certificate and would have to look to 
your depositor for the $100 overdraft. 


MATURITY OF NEGOTIABLE INSTRU- 
MENTS IN ILLINOIS 


In Illinois (1) Saturday is a legal half-holiday in 
cities of 200,000 or more and in such cities 
paper maturing on Saturdays matures and is 
presentable and protestable the following busi- 
ness day, except checks and other demand paper 
are at the holder’s option presentable on Satur- 
day forenoon and protestable the same day (2) 
in cities of under 200,000 Saturday is not a 
legal half-holiday except that the Negotiable 
Instruments Act postpones presentment of all 
Saturday maturing paper to the following busi- 
ness day, with like option to the holder of 
checks or other demand paper to present 
Saturday forenoon and protest the same day. 


From Illinois—I shall be pleased to have you 
state the law governing the maturity of negotiable 
paper, falling due in Illinois, on a Saturday, and 
whether or not same is regulated by the size of the 
town where payable. Also if a check can be pro- 
tested on a Saturday. 


The Illinois statute provides: 


“The following days, to wit: the first day 
of January * * * and in cities of 200,000 
inhabitants or more from twelve o’clock noon 
to twelve o’clock midnight of the last day of 
the week, commonly called Saturday, are here- 
by declared to be legal holidays and half 
holidays, the term half-holiday including the 
period from noon to midnight of each Satur- 
day which is not a holiday and shall, for all 
purposes whatsoever, as regards the present- 
ing for payment or acceptance, the maturity 
and protesting and giving notice of the dis- 
honor of bills of exchange, bank checks and 
promissory notes and other negotiable or 
commercial paper or instruments, be treated 
and is considered as is the first day of the 
week, commonly called Sunday. When any 
such holidays fall on Sunday, the Monday next 
following shall be held, and considered such 
holiday. All notes, bills, drafts, checks or 
other evidence of indebtedness falling due or 
maturing on either of said days, shall be 
deemed as due or maturing upon the day fol- 
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lowing and when two or more of these days 
come together, or immediately succeeding each 
other, then such instruments, paper or in- 
debtedness shall be deemed as due or having 
matured on the day following the last of such 
days.” Ill. Stat. Sec. 7638. 


The above statute, designating the legal holi- 
days and providing for presentment and maturity 
of paper falling due thereon, was in force prior to 
the passage of the Negotiable Instruments Act and 
was not specifically repealed by that Act. 

The Negotiable Instruments Act of [Illinois 
subsequently enacted provides: 


“Every negotiable instrument is payable 
at the time fixed therein without grace. When 
a day of maturity falls on Sunday or a holi- 
day, the instrument is payable on the next 
succeeding business day. Instruments falling 
due on Saturday are to be presented for pay- 
ment on the next succeeding business day, ex- 
cept that instruments payable on demand may, 
at the option of the holder, be presented for 
payment before twelve o’clock noon on Satur- 
day, when that entire day is not a holiday.” 
Ill. Stat. Sec. 7725. 


The above two statutes must be construed to- 
gether, except if the two are positively contradic- 
tory and cannot be harmonized, the provision of the 
later Act would govern. 

Under the first statute, Saturday is made a 
legal half-holiday only in cities of 200,000 or more 
and there is nothing in the Negotiable Instruments 
Act which conflicts with this designation. In cities 
of less than 200,000, therefore, Saturday afternoon 
is not a legal half-holiday. 

Under the first statute, all notes, bills and 
checks falling due or maturing on either of said 
days (which must be taken to include half-holidays 
in cities of 200,000 or more) shall be deemed as due 
or maturing upon the day following; furthermore, 
each half-holiday Saturday in cities of 200,000 or 
more, shall for purposes of presentment, protest 
and notice be treated and considered as Sunday. 

The later Negotiable Instruments statute pro- 
vides that instruments falling due on Saturday are 
to be presented for payment on the next succeeding 
business day, which harmonizes with the first stated 
statute, but it further provides “except that in- 
struments payable on demand may, at the option of 
the holder be presented for payment before twelve 
o’clock noon on Saturday, when that entire day is 
not a holiday.” This exception must be deemed a 
modification of the first stated statute so far as 
applicable. 


Replying to your specific inquiry, in the light 
of the above, it would be reasonable to conclude: 


1. In cities in Illinois of 200,000 or more, Satur- 
day afternoon is a legal half-holiday and all bills, 
notes and checks faling due or maturing on Satur- 


day are made to fall due or mature upon the follow- 
ing business day and are then to be presented for 
payment, protested and notice of dishonor given, 
except that in case of checks or other demand instru- 
ments the holder has the option, when the entire 
Saturday is not a holiday, to present for payment 
before twelve o’clock noon. Assuming, as is cus- 
tomary in the case of checks, that the holder exer- 
cises this option and presents for payment before 
twelve o’clock noon on Saturday, and such check or 
other demand paper is dishonored, the instrument 
is protestable and notice may be given on Saturday; 
for further sections of the Negotiable Instruments 
Act provide: “When a bill is protested, such pro-- 
test must be made on the day of its dishonor, un- 
less delay is excused as herein provided” (Sec. 7794 
Ill. Stat.) and “Notice may be given as soon as the 
instrument is dishonored, and unless delay is ex- 
cused as hereinafter provided, must be given within 
the times fixed by this Act.” (Sec. 7741 Ill. Stat.) 


2. In cities of Illinois of less than 200,000 
Saturday afternoon is not a legal holiday but a 
business day. The provisions of the first stated 
holiday statute, therefore, have no application. The 
Negotiable Instruments Act, however, provides, as 
above quoted, that instruments falling due on Satur- 
day are to be presented for payment on the next 
succeeding business day, éxcept that instruments 
payable on demand may, at the holder’s option, be 
presented for payment before twelve o’clock noon 
when the entire day is not a holiday. Under this, all 
paper maturing on Saturday, except checks or other 
demand paper as to which the holder has. the option 
to present in the forenoon are to be presented for 
payment on the next succeeding business day and 
would not be presentable or protestable on Saturday. 
A check or other demand instrument may, however, 
be presented on Saturday forenoon and if refused, 
may be protested the same day for reasons above 
given. 

It would seem that the Uniform Negotiable In- 
struments Act has been framed on the theory that 
Saturday afternoon is a legal holiday in every 
state, which is not the fact; and the enactment of 
the above provision in states or places where Satur- 
day afternoon is not a legal holiday, virtually makes 
it such to the exient of postponing presentment of 
paper falling due on Saturday to the next business 
day, with the exception of the option to the holder 
of checks or other demand instruments to present 
Saturday forenoon, as above shown. While amend- 
ments of the Negotiable Instruments Act are not 
desirable as a general proposition, because of a de- 
parture from uniformity, an amendment of this par- 
ticular section relating to maturities to conform to 
local laws and needs in each particular state, would 
probably be advantageous. Massachusetts and some 
other states have already amended the law in this 
particular. 
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JOHN 


ANNUAL BANQUET 


A report of the Seventh Annual Banquet of 
the Trust Companies of the United States at the 
Waldorf-Astoria, New York City, Monday evening, 
February 26, will be found on another page of this 
issue of the JOURNAL. 


NEW BUSINESS 


A marked increase has been recorded in the 
correspondence of this Section with its members, 
due in a large measure to a greater interest in the 
development of the work of the Section, as well as 
to the growing needs of various companies in the 
expansion of their business. A number of compa- 
nies have expressed a distinct need for knowledge 
of methods of attracting deposits and estate ac- 
counts, and also for information relative to the 
handling of different branches of trust business. 

A company in the Middle West recently sent 
the new manager of its publicity and new business 
department to New York City for the purpose of 
investigating the latest and best methods for the 
conduct of a department of this character. Through 
the Secretary’s office assistance was given in the 
preparation of complete plans for organizing and 
directing these new activities along the most ap- 
proved lines. Inquiries in person or by letter are 
invited from all companies contemplating the estab- 
lishment or enlargement of this branch of their 
business. 


CREDIT REPORTS 


Information has been sought of this office rela- 
tive to adequate compensation for furnishing sev- 
eral credit reports to non-customer firms and cor- 
porations, and it would be greatly appreciated if 
all companies confronted with this problem, as well 
as those who have found a solution to this appar- 
ent difficulty would write fully to the Secretary re- 
garding this matter. 


TRUST BUSINESS 


The demand for an educational campaign to 
properly present the claims of fiduciary service is 
particularly noticeable in the correspondence with 
members throughout the south and west where the 


trust company idea has not yet had full opportunity 
to develop to the proportions enjoyed by companies 
located in the older sections and where the indi- 
vidual fortunes of their clients are as a rule greater. 

The president of a southern trust company vis- 
ited the Section offices recently in order to secure 
full information relative to the handling of certain 
phases of trust business. In addition to receiving 
direct information from the files of this office, he 
was placed im touch with companies which had al- 
ready solved his particular problem, the result being 
that he was enabled to introduce time and labor 
saving methods in the handling of this work by his 
own company. 


CO-OPERATIVE SERVICE 


A compilation of information which should be 
of interest and value to all members, and at the 
same time conduce to closer co-operation between 
them and this office will be undertaken in the im- 
mediate future. It is earnestly hoped that the re- 
plies to the various questions to be asked may be 
promptly forthcoming in order to facilitate the sum- 
marizing of the material at the earliest possible date. 
Among the inquiries are included the following: 

How many stockholders has your company? 

How many officers in your company? 

How many employees in your company? 

How many customers has your company? 

Do you transact a trust business? 

What is the total of your individual trusts? 

What is the total of your corporate trusts? 

Please name the various departments of 
your company? 

Please furnish the names of those in your 
company specializing in individual trust mat- 
ters and to whose attention should be di- 

* rected items of interest along these lines? 

Do you have periodical meetings of your 
officers and managers? 

Have you a club or other feattre whereby 
your employees come together periodically for 
discussion of daily problems, betterment of 
methods, etc? 

Are any of your men prepared to speak or 
write on trust company subjects? 

Please give names and subjects upon which 
they can speak or write. 
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Do you publish a “House Organ” or other 
periodical? 

Is your company represented at the conven- 
tion of your state bankers association? 

Is your company represented at the conven- 
tion of the American Bankers Association? 


NEW BOOK OF FORMS 

A new “Book of Forms and Service” to be pre- 
pared by this Section in the immediate future will 
contain features which should render it a manual 
worthy of constant reference and guidance in the 
conduct of all departments of a trust company, in 
addition to the regular detail of supplying “Forms” 
for books of record, etc. The new trust department 
material to be prepared first will be somewhat as 
follows: 

1. Complete forms for the conduct of all 
phases of individual trust estate business, keep- 
ing in mind the respective needs of small and 
large companies. The forms suggested for 
smaller companies will be prepared with a view 
to an expansion of the system into larger pro- 
portions upon the growth of the business with- 
out discarding the first books of record. 

2. List of books, articles and addresses ap- 
pearing upon various phases of trust depart- 
ment work. 

8. Points of importance to be borne in 
mind by the officer in charge and department 
head, as well as principles which a new em- 
ployee coming into the department should ob- 
serve and follow. 
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4. Blanks for periodical reports upon all 
activities of the department including volume of 
business, new business received, earnings, ete. 

Upon the completion of the material bearing 
upon the work of the individual trust department 
it will be suitably printed upon loose leaf sheets to 
be placed in a separate loose leaf binder and sold 
at a nominal price to all companies desiring it. The 
functions of all other departments of a trust com- 
pany w:ll be taken up in turn in the same manner 
and the results upon completion, offered for sale, to 
be placed in the original binder. This method will 
enable companies to obtain at a small cost, the data 
bearing upon several of the departments of a trust 
company and thereby avoid the charges for ma- 
terial in which they have slight or no interest. It 
is also proposed to issue supplemental bulletins bear- 
ing upon the work of the various departments and 
calling attention to new forms, methods, books, 
articles, etc. 

It will be greatly appreciated if companies pos- 
sessing material of the above mentioned description 
which they feel might be of interest in the prepara- 
tion of this book will communicate with the Secre- 
tary of the Section. : 


The increased number of trust company men 
calling at the office of this Section during recent 
weeks has been noted with much pleasure and it is 
hoped that officers and employees from all parts of 
the country will not fail to favor this office with a 
call when visiting New York City. 


(Continued from page 755) 


Nevada, Oklahoma, Oregon, Utah and Wyoming re- 
quire a reserve of 10 per cent. The Ohio law pro- 
vides a reserve of 4 per cent. on time deposits in 
commercial banks and 10 per cent. in savings banks. 
Pennsylvania requires 744 per cent. reserve on sav- 
ings deposits. Vermont requires 3 per cent. re- 
serve; North Dakota 10 per cent. reserve for sav- 
ings banks and 5 per cent. on savings deposits with 
state banks. There are no provisions in other 
states. 


Book oF ForMs 


Write to the Secretary for information concern- 
ing methods and systems; a leather bound book con- 
taining 118 pages of forms. The price of the book 
is $4 to members and $7 to non-members of the 
American Bankers Association, and may be secured 
by sending draft to the Secretary of the Section. 
These forms are very valuable to savings banks as 
well as commercial banks and trust companies with 
Savings departments. 


SAVINGS BANK DEPOSITORS REASSURED 


On February 8, the State Department at Wash- 
ington, with the approval of President Wilson, is- 
sued a statement to allay the fears of savings de- 
positors who were commencing runs on banks, as 
follows: “It having been reported that there is 
anxiety in some quarters on the part of persons re- 
siding in this country who are the subjects of for- 
eign states lest their bank deposits or other prop- 
erty should be seized in the event of war between 
the United States and a foreign nation, the Presi- 
dent authorizes the statement that all such fears 
are entirely unfounded. The government of the 
United States will in no circumstances take ad- 
vantage of a state of war to take possession of prop- 
erty to which international understanding and the 
recognized law of the land give it no just claim or 
title. It will scrupulously respect all private rights 
alike of its own citizens and the subjects of foreign 
states.” This statement proved most effective 


SAVINGS BANK SECTION 


OFFICERS OF THE SAVINGS BANK SECTION 


PRESIDENT 


GEO. E. EDWARDS, President Dollar Savings Bank, 
New York, N. Y. 


FIRST VICE-PRESIDENT 


JOSEPH R. NOEL, President North West State Bank, 
Chicago, Ill. 


SECRETARY 


MILTON 


W. HARRISON 
Five Nassau Street, New York City. 


QUESTIONS CONCERNING 


A member requests that the following questions 
be answered through the JOURNAL. 

How is a mutual savings bank organized? 

What requirements must bonds meagure up to 
for the investment of savings funds in New York 
State? 

How long must an account remain unclaimed 
on the books of a savings bank in New York be- 
fore it becomes the property of the state? 

The questions are answered in the order given: 

The various states have different provisions for 
the organization of mutual savings banks. There 
are seventeen states having mutual savings banks 
in the United States; there are 409 such banks in 
New England, 198 in New York, New Jersey, Penn- 
sylvania, Delaware, Maryland; one in West Vir- 
ginia, twenty-one in Ohio, Indiana, Maryland, Wis- 
consin, and Minnesota, and one in California. A 


mutual savings bank differs from a stock savings 
bank in that there is no capital stock required. It 
is run entirely for the benefit of the depositors and 
all earnings are paid to the depositors in the form 
of dividends, a certain amount being set aside to- 
ward a surplus or guaranty fund for the security 


of deposits. A stock bank has both a surplus fund 
and capital stock, and the double liability of stock- 
holders to secure the liabilities in case of deprecia- 
tion in the value of assets. Hence, the mutual sav- 
ings bank must of necessity use extraordinary care 
in the investment of funds in order to maintain a 
sufficient proportion of surplus to deposits. The 
total resources of the 622 mutual savings banks ap- 
proximately equals the aggregate resources of the 
15,450 state banks, the aggregate resources of 
mutual savings banks being $4,547,941,986.84, 
whereas the aggregite resources of state banks is 
$5,552,977,153.40. Thus the importance of the 
mutual savings bank is very obvious. The per- 
centage of surplus to deposits is 9.1 per cent, which 
is well within the bounds of safety. 

The restrictions in the organization of a mutual 
savings bank are unusual; for example, in Cali- 
fornia there must be an initial reserve fund of one 
million dollars, which practically precludes the or- 
ganization of such a bank in that state. There is 
but one mutual savings bank in California, the Hi- 
bernian Savings & Loan Society of San Francisco, 


MUTUAL SAVINGS BANKS 


which has aggregate resources of $61,044,133.03 and 
87,180 savings accounts. The states of Washington 
and Missouri have laws for the organization of 
mutual savings Banks, but there have been none 
organized. California has practically the same law 
as New York respecting mutual savings banks. To 
incorporate a savings bank in New York from nine 
to thirty persons are required, all of whom must 
be citizens of the United States, four-fifths resi- 
dents of the state, two-thirds of the county. Notice 
of intention to organize must be published, the no- 
tice served upon each savings bank doing business 
in the place; notice filed with the superintendent of 
banks, organization certificate acknowledged and 
sent to the superintendent of banks. The superin- 
tendent then investigates as to the character and fit- 
ness of the proposed institution and whether pub- 
lic advantage will be promoted; whether convenient 
of access to a considerable number of depositors; 
the chances of success, etc. The incorporators must 
contribute $5,000 toward the guaranty fund and 
$5,000 toward an initial expense fund. After the 
superintendent of banks is assured of the contribu- 
tion being paid and is satisfied in other respects, he 
issues the authorization certificate. Thereupon the 
bank becomes duly organized and commences busi- 
ness. 

The superintendent of banks may require the 
incorporators to enter into an agreement with him 
to make further contributions as may be needed. 
These moneys contributed are not liabilities of the 
savings bank. The savings bank, however, may re- 
turn the contributions first from the expense fund 
and then the guaranty fund when pro rata return 
does not reduce guaranty fund collected from earn- 
ings to less than 5 per cent. of deposits. Trustees 
serve without pay. 

Investments for New York mutual savings 
banks are specified in detail in the law; not over 
twenty-five per cent. of assets in railway bonds or 
ten per cent. in any one railway corporation in the 
state or 5 per cent. of others; total loan on bond 
and mortgage shall not exceed 65 per cent. of de- 
posits and guaranty fund; state bonds are required 
not to have been in default for more than ninety 
days in the payment of any part of principal or in- 
terest; county and municipal bonds, school bonds, 
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etc., of New York State, other bonds of municipali- 
ties in the United States which since January 1, 
1861, have not repudiated or defaulted in the pay- 
ment of any part of principal or interest, and pro- 
vided the city has a population according to the last 
census of not less than 45,000 inhabitants and in- 
corporated as a city at least twenty-five years prior 
to the making of said investment, and further that 
it has not defaulted in payment of principal or in- 
terest for more than ninety days; the indebtedness 
of the city less its extra debt and sinking fund shall 
exceed seven per cent. of the valuation of said city 
for purposes of taxation, such bonds cease to be 
authorized investments for moneys of savings banks; 
the railway bonds of corporations in the state that 
at no time within five years before the investment 
of the funds shall have defaulted in the payment of 
matured principal and interest of its mortgage in- 
debtedness and for the same period has paid its 
stockholders each year an amount at least equal to 
four per cent. of its capital stock. The additional 
provision is made for railway corporations owning 
in fee not less than five hundred miles of railroad 
in the United States and whose gross earnings for 
five years previous to the making of the investment 
shall not have been less than five times the amount 
of its fixed charges. 

There are other minor provisions which are not 
so important. The investment of trust funds is 
practically the same as the above. 


There is no provision with respect to unclaimed 
deposits of a solvent savings bank being deposited 
with the state. Every fourth year the superinten- 
dent of banks publishes in a paper in Albany no- 
tice of dormant accounts which are held by him 
in trust in liquidated banks, trust companies, pri- 
vate and individual bankers and savings banks. Un- 
claimed deposits of liquidated banking corporations 
are held by the superintendent of banks. Savings 
banks make a report each year of accounts of over 
ten dollars which have been dormant for twenty 
years or more. The accounts of depositors whose 
pass books have been presented at the bank for the 
entry of dividends within such period of twenty 
years shali not be deemed dormant accounts within 
the meaning of this article. Publication is also pro- 
vided for these dormant accounts. As a practical 
proposition most of the banks of the state investi- 
gate their dormant accounts every four years. One 
bank, the Schenectady Savings Bank of Schenectady, 
N. Y., once every two years publishes a list of ac- 
counts which have been dormant for two years. It 
generally takes a number of pages of the news- 
paper; very interesting reading for the purchasers 
of the paper. No names are mentioned, of course. 
All relatives of depositors who have died during the 
previous two years very carefully peruse the news- 
paper. 


SECTION NOTES 
STATE LEGISLATION 


Several states are considering legislation re- 
specting savings banking, particularly concerning 
their investments. Among other things considered 
by the Massachusetts state legislature are division 
of income of savings banks and a bill providing that 
savings banks may receive deposits of trust funds 
of cities and towns, over one thousand dollars. An- 
other bill provides for a larger limit for savings 
bank deposits. The present limit is one thousand 
dollars. Connecticut is considering several bills per- 
taining to investments as well as New York State, 
which is deliberating upon the widening of invest- 
ments for mutual savings banks. New Hampshire 
is amending the tax laws pertaining to savings 
banks, creating an excise tax for the privilege of 


. conducting the business of a savings bank equal in 


amount to three-fourths of 1 per cent. upon the 
amount of savings deposits on which it pays inter- 
est, after deducting the value of all its real estate 
wherever situated and the value of all its loans se- 
cured upon mortgage by real estate situated in the 
state at a rate not exceeding 5 per cent. per annum, 
adding a provision exempting the bonds issued un- 
der the provisions of the Federal Farm Loan Act. 
There is another bill providing that the yearly ex- 
pense of a savings bank, including salaries, shall not 
exceed $3,000 while the average amount of savings 
deposits is $500,000 or less; and in no case shall it 
exceed the sum produced by adding to $3,000, two- 
fifths of 1 per cent. of the excess of deposits up to 
$2,000,000 and one-fifth of 1 per cent. of the excess 
of deposits up to $2,000,000. There is also a bill 
promoting greater safety of savings funds, which 
provides that no savings bank shall pay dividends 
in excess of 3% per cent. per annum, unless said 
bank has accumulated a guaranty fund equal in 
amount to 5 per cent. of its deposits. Bills have 
been introduced in the Maine legislature touching 
upon the compensation of trustees of savings banks; 
also the matter of lost deposit books and a few 
amendments to the investment law. Vermont is en- 
larging the investment field for savings banks, mak- 
ing certain public utilities legal. 


RESERVE REQUIREMENTS 


California, Connecticut, Idaho, Kansas, Ken- 
tucky, Minnesota, Nebraska, North Carolina, Vir- 
ginia and Wisconsin laws provide 5 per cent. reserve 
on time and savings deposits. In Indiana savings 
banks may keep in reserve an amount not exceeding 
20 per cent. of total deposits; either invested or on 
deposit on call with a bank in the state. The re- 
serve requirements of Iowa are 8 per cent.; Michi- 
gan and Texas 15 per cent.; Mississippi 7 per cent.; 

(Continued on page 753) 


CLEARING HOUSE SECTION 


OFFICERS OF THE CLEARING HOUSE SECTION 


PRESIDENT 
W. D. VINCENT, Vice-President Old 
Spokane, Wash. 
VICE-PRESIDENT 
JOHN McHUGH, Vice-Pres. Mechanics & Metals Nat’l Bank, 


New York, N. Y. 


National Bank, 


CHAIRMAN EXECUTIVE COMMITTEB 
STODDARD JESS, President First National Bank, 
Los Angeles, Cal. 


SECRETARY 
JEROME THRALLS, Five Nassau Street, New York City. 


MONTHLY 


First MIp-WINTER CONIERENCE 


The first annual conference of Clearing House 
Examiners and Managers will be held at the Plant- 
ers Hotel, St. Louis, Missouri, Tuesday and Wednes- 
day, March 6 and 7, 1917. The Program will in- 
clude a thorough discussion of: 

The Clearing House Examination plan, The 
Country Clearing House or Country Check Col- 
lection Department Methods, The Credit De- 
partment of the Olearing House, The City De- 
partment of the Clearing House, 

and many additional subjects of interest and im- 
portance to clearing houses and to banks generally. 
It is hoped through the medium of this conference 
to evolve and encourage plans which will facilitate 
clearing house work and will improve the methods, 
systems, and practices among the associated banks. 

Examiners, managers, and members of clear- 
ing house Committees are eligible to attend this 
meeting. 


NEw IDEA ADOPTED IN DAVENPORT, IOWA 


The Davenport Clearing House Association has 
adopted the clearing house emblem idea which was 
recently inaugurated in Chicago. This plan is prov- 
ing to be a splendid means through which to inform 
the public regarding the value of clearing houses 
as a factor for improving banking conditions, meth- 
ods, and practices, and as an agency for general 
good to the respective communities they serve. 
Several other cities are considering adopting it. 

Every clearing house bank in Chicago is mak- 
ing use of this emblem; 1388 facsimiles thereof are 
displayed in the lobbies, and on the windows and 
doors of the banks in that city. 


THE UP-TO-DATE BUSINESS BAROMETER 


Total bank transactions are a most accurate 
and dependable criterion of business conditions and 
development. It is therefore desirable that at least 
one hundred of the leading cities of America com- 
pile these figures and report them weekly to the 
Clearing House Section. The Secretary of the Sec- 
tion will send you, upon request, the necessary 
blanks, and such information as you may need. 


CLEARINGS 


The following figures will be of interest: 


TOTAL BANK TRANSACTIONS AND CLEAR- 
INGS FOR SIX MONTHS 
ENDING DECEMBER 31, 1916 


(382 Cities Now Reporting) 


TRANSACTIONS 
879,593,000 $ 
242,227,000 
8,151,621,000 
698,152,000 
8,521,439,000 
234,347,000 
817,045,000 
462,594,000 
344,342,000 
1,041,309,000 
4,690,367,000 
1,318,822,000 
1,234,576,000 
8,491,009,000 
1,699,790,000 
226,731,000 
2,043,712,000 
230,283,000 
646,936,000 
2,676,641,000 
405,585,000 
4,836,743,000 
1,689,605,000 
262,260,000 
1,149,725,000 
63,191,000 
413,124,000 


CLEARINGS 
662,061,000 
52,718,000 
1,038,888,000 
187,323,000 
1,432,910,000 
49,083,000 
136,985,000 
256,537,000 
336,441,000 
339,232,000 
8,117,164,000 
765,110,000 
298,401,000 
914,818,000 
882,741,000 
118,338,000 
776,710,000 
78,615,000 
297,428,000 
578,945,000 
81,324,000 
2,158,808,000 
303,184,000 
96,615,000 
497,151,000 
29,255,000 
162,290,000 
116,580,000 
45,883,000 
68,251,000 
287,043,000 
66,533,000 


Atlanta, Ga............ $ 
Cedar Kapids, Ia 
Cincinnati, Ohio 
Des Moines, Ia 
Detroit, Mich 

Kort Wayne, Ind 
Grand Rapids, Mich 
Hartford, Conn 
Houston, Texas 
Indianapolis, Ind 
Kansas ‘City, Mo 
Los Angeles, Cal 
Memphis, 
Minneapolis, 

New Orleans, La.... 
Oakland, Cal 
Omaha, Nebr.. 
Portland, Me 
Providence, R. I 
Richmond, Va 
Sacramento, 

San Francisco, Cal.. 
St. Joseph, Mo 
Scranton, 

Seattle, 


Spokane, 
Springfield, Mass.... 
Stockton, Cal............ 
Tacoma, Wash 
Toledo, Ohio 
Trenton, N. J 


90,591,000 
200,124,000 
1,267,813,000 
213,143,000 


$39,743,440,000 $16,233,365,000 


SECTION PRESIDENT HONORED 


W. D. Vincent was elected president of the Spo- 
kane Clearing House Association at the annual ban- 
quet of that assotiation, February 6, 1917. 


START NEW CUSTOMERS RIGHT 


Bank officials who have charge of the opening of 
new accounts can save bookkeepers, tellers, and 
transit men from many hours of tedious labor if 
they instil into the minds of new bank customers 
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the necessity of exercising extreme care. in writing 
the amounts and figures on the checks and drafts 
which they draw. The major number of the differ- 
ences that occur in banks are due to carelessness in 
writing checks and drafts. 


CRITICISMS WANTED 


We announced in last month’s JOURNAL-BULLE- 
TIN that we were about ready to institute a plan 
for automatically conveying instructions relative to 
wiring non-payment on checks and drafts drawn 
upon banks and usually referred to as “cash items.” 
Very few criticisms and comments have been re- 
ceived. One banker advises that out of ninety-eight 
cash letters ten carried a minimum of $300, three 
$250, two $200, and two $100, but he believed all 
would be agreeable to the use of a $500 mimimum. 

Another banker suggests that it would be next 
to impossible in most instances for the paying bank 


to determine as to who was the first bank indorser 
on checks and drafts, and recommends that the in- 


structions be to wire the last indorser only. What 
are your views? 

The Secretary of the Section will be pleased to 
have any suggestions that you may desire to offer 
regarding this plan. 


A NEw MEMBER OF THE 100 CLUB 


Louisville, Ky., has joined the ranks of the one 
hundred leading cities which will begin during the 
year 1917 to report total bank transactions. 


PROPER SUPERVISION MEANS SAFETY 


Rigid examinations and proper bank supervision 
are a real protection to bank depositors. Guaranty 
laws lead the public to believe all banks operat- 
ing thereunder are equal in strength; also at- 
tract unqualified men to the banking profession. 
Competent, honest, successful bankers are called 
upon under such laws, to make good the losses oc- 
casioned because of the incompetency and dishonest 
actions of others. Wherever guaranty laws oper- 
ate. successfully, it is due to careful supervision. 
Can such supervision be had without the guaranty 
feature? 

No depositor has ever lost a dollar because of 
the failure of any bank under clearing house ex- 
aminer supervision. Clearing house examinations 
encourage co-operation, weed out unsatisfactory con- 
ditions, and sometimes free the banking fraternity 
of the burdens of incompetent and dishonest officials. 
They are a nightmare to the unworthy seekers of 
large lines of credit, and a boon and friend to legiti- 
mate business. There are many excellent articles 
in the files of this Section, and in the Library of the 
American Bankers Association which cover all 
phases of the subject of clearing house examinations. 
These will be sent upon the request of any inter- 


ested: banker. 
can afford to be without clearing house examinations. 


No city of over 50,000 inhabitants 


A PLAN THAT BENEFITS THE LARGE AND SMALL 


The country check collection department of the 
New York Clearing House handled during the year 
1916, 6,837,188 out-of-town checks, aggregating 
$1,298,589,404. This great volume of business was 
handled free of exchange cost, and at the expense of 
54/100ths of a cent per check. 

The Nashville, Tenn., Country Clearing House 
handled during the year 1916 an aggregate of 
$61,562,591.68 of so-called country checks, making a 
saving thereon of nearly $10,000. The country clear- 
ing house is the most efficient and economical plan 
yet evolved for the collection of out-of-town checks. 
The Secretary of this Section will gladly respond to 
your command if you desire additional information 
upon the subject. 


PROSPECTIVE NEW ORGANIZATIONS 


Inquiries have been received from the following 
cities for information relative to organizing local 
clearing house associations: Trenton, Mo., Grand 
Island, Nebr., Dickson, No. Dak., Lisbon, No. Dak., 
Parshall, No. Dak., Valley Center, No. Dak., Allen- 
town, Pa., and Danville, Va. Secretary Thralls will 
be pleased to furnish full information, including ar- 
ticles of association, to the bankers of any com- 
munity who desire to organize a clearing house. Co- 
operation is free, it adds strength, develops good 
will, and is the most valuable factor in modern 
business. 


1917 Mopet, 1916 Price 


The Key to Numerical System for 1917 will be 
ready for delivery within ten days. The cost is 
$1.50. Send your order to Jerome Thralls, Secre- 
tary of the Clearing House Section, or to Rand, 
McNally & Company, Chicago, Ill. The numerical 
system is a labor and time saver, and should be 
used by every bank. 


ONLY A FEW LEFT 


The Section can supply copies of a handsomely 
bound book containing a treatise on back accounting 
and 300 suggested forms for the use of national 
and state banks, at the price of $5 each. 


THE NoO-PROTEST SYMBOL PLAN 


This plan is copyrighted. It is an up-to-date 
means of automatically conveying no-protest’ in- 
structions through any number of hands to the final 
paying bank. Forty cents is the cost of installation. 
Every bank is welcome to use this plan in its en- 
tirety, but no bank is legally priviliged to use it 
otherwise. It saves labor and expense: A leaflet 
explaining this plan in detail will be sent upon re- 
quest. 


NATIONAL BANK SECTION 


OFFICERS OF THE NATIONAL — SECTION 


PRESIDENT 
J. 8. CALFEB, Cashier Mechanics-American National Bank, 
‘St t. Louis, Mo. 
VICE-PRESIDENT 
J. ELWOOD COX, President Commercial National Bank, 
High Point, N. C, 


CHAIRMAN EXECUTIVE COMMITTER 
OLIVER J. SANDS, President American National Bank, 
Richmond, Va. 


SECRETARY 


JEROME THRALLS, Five Nassau Street, New York City. 


EASY TO GET IN---HARD TO GET OUT 


Actuated by a patriotic and earnest desire to 
give the Federal reserve clearing and collection sys- 
tem a fair trial, and misled into believing that great 
benefits would accrue because of the privilege of 
stamping across the face of their checks and drafts 
the words “Collectible at par through the Federal 
Reserve Bank of Minneapolis,” the banks of Beach, 
North Dakota, agreed to remit for checks and drafts 

‘ drawn upon them at par when presented through the 
Federal Reserve Bank of Minneapolis. Hundreds 
of other banks throughout the country made similar 
arrangements with the Federal reserve bank of 
their respective districts. The banks at Beachegave 


the new plan a trial of four months and found: 
1—The Federal Reserve Bank of Minneapolis 
was making a charge against its depositing 
members of 1% cents on every check handled 


on Beach and upon which it had authorized 
the words “Collectible at par through the 
Federal Reserve Bank of Minneapolis,” 
printed or stamped. 

2—The commercial banks in Minneapolis were 
making a charge of three cents on every 
check passing through their hands on Beach. 

8—Dissatisfaction developed among their local 
customers because of the charges which were 
made by the Federal reserve bank, and the 
Minneapolis banks. 

4—The promised and implied benefits were mat- 
ters for future development, if possible at 
all. 

5—They were suffering an immediate loss of 
revenue. 

These banks had joined the collection system 
voluntarily and in good. faith, and presumed that 
they would be permitted to withdraw in a like spirit, 
but when they notified the Federal Reserve Bank of 
Minneapolis of their intention to withdraw, and re- 
quested that they be removed from the par list of 
that institution, the Federal reserve bank responded 
by sending all checks and drafts on the state banks 
of Beach through the express company for collec- 
tion, paying a much higher rate thereon than would 
have been charged by the banks for exchange, and 
arbitrarily keeping Beach on the par list. The 
Federal Reserve Bank of Minneapolis was not 
obliged to take items on the state banks at Beach. 
Hence there is no excuse for this arbitarary act of 


coercion. If there is a possibility for the success of 
the new system, it lies in the ability of the Federal 
reserve banks to get the co-operation of the mem- 
bers and non-members in their respective districts. 
This they cannot do through tactics such as were 
adopted in the case of the state banks at Beach. 

The idea that 8,000 non-member banks have 
voluntarily joined the new clearing and collection 
system, and are pleased with its operations, has 
been spread broadcast. The indications are that 
more than 6,000 of these banks are receiving their 
items through indirect channels, or were induced to 
go into the system through coercion, that is, through 
fear that their items would be sent through the ex- 
press company, presented through the agency of the 
post office, or through their national bank com- 
petitors. 

Thousands of letters and other communications 
have been filed with the Committee of Twenty-five, 
protesting against the burdens imposed upon the 
smaller banks throughout the country because of 
the operations of the new system. The replies to 
the questionaire sent out by the committee came 
from every state in the Union, and the tabulation 
thereof, covering more than 7,500 banks, shows that 
more than 75 per cent. of that number are opposed 
to the present system. 

It has been stated that 20,000 banks that did 
not reply to the questionaire are satisfied with the 
system as it is now operated, but, through coercion 
and otherwise, only 15,752 banks, including mem- 
bers, now appear on the par lists of the Federal re- 
serve banks. Sixty per cent. of the banks that had 
opportunity to reply, did so, and the replies came 
from institutions which were favorable, unfavorable, 
and whose attitude was not definitely fixed. Every 
state in the Union was represented in the re- 
sponses, but the time fixed for the return of the 
questionaire was necessarily too short to permit of 
a reply being received from the more remote sec- 
tions in several states. This was because a meeting 
of the committee, at which the information was to 
be used, had previously been scheduled, and could 
not be postponed. The further fact that when 
operating a voluntary system for a period of fifteen 
months, the Federal reserve banks were unable to 
attract even a major percentage of their own mem- 
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bers to the clearing and collection service, refutes 
the statement that even the members of the Federal 
reserve system are satisfied with the plan. 

The Federal reserve banks are now handling 
less than 10 per cent. of the so-called country 
checks, and if a comprehensive clearing and collec- 
tion system is developed by those institutions, it will 
be through the application of the same principles as 
apply in other banks and business organizations. 
The clearing plan should be developed because of 
demand for the service that is made upon the Fed- 
eral reserve banks. The present plan is tending to- 
wards imposing the service whether there is a de- 
mand for it or not. None of the strong central 
banks of Europe, whose experience has been used 
as the basis for the Federal reserve system, have 
expended their energies in the mechanical detail 
operations of the banking business. The clearing 
and collection system is not essential to the success 
of the Federal reserve system, provided the Federal 
reserve banks are kept within the lines for which 
they were created. 

There seems, however, to be a growing tendency 
on the part of the Federal reserve banks to go far 
beyond the original purposes for which they were 
intended. For the sake of profit they are dissipat- 
ing their strength by taking on large lines of accept- 
ances and investments which might readily be ab- 
sorbed by the commercial banks in these times of 
plenty, leaving the reserves deposited with the Fed- 
eral reserve banks intact for use in time of real 
need, which it is not improbable may arise. What 
would be the criticism against the captain of a fire 
department were he to get restless because the 
horses stationed in his department were not earning 
their feed, and hired them out for service on drays, 
then, on occasion of a big fire the horses were not 
available, and heavy losses were sustained? Will 
not the Federal reserve banks and the Federal Re- 
serve Board be subject to the same criticism if they 
invest in times of plenty the funds which have been 
deposited with them, to be held as protection during 
times of real need? 

Every good banker believes that the funda- 
mental principles of the Federal Reserve Act are 
sound. The vital purposes were: ’ 

To unify the national banking system. 

To give the needed element of elasticity to the 
currency. 

To mobilize the reserves. 

To provide a place where member banks can go 
at all times and rediscount their liquid agri- 
cultural, commercial, and industrial paper, 
and 

To protect the nation’s gold supply and foreign 
exchange relations. 


The determination to institute a collection sy» 
tem has aroused great antagonism and opposition to 
the system, and is preventing the proper development 
of some of the vital and important features. Why 
dissipate the influence and strength of the Federal 
reserve system in an effort to enforce upon the 
banks a clearing and collection plan, when that in- 
fluence could be expended to greater advantage upon 
matters of vastly greater importance? 

If those in authority insist upon the continua- 
tion of the clearing and collection plan, there should 
be a modification in the law which will remove the 
bulk of the opposition thereto, and which will open 
the way to its gradual development. One of the 
highest authorities in America expressed the view 
that fixing a reasonable compensation to be allowed 
to the paying bank would not interfere with the 
mechanical operation of the Federal Reserve 
Board’s clearing and collection plan. 

The Banking and Currency Committees of the 
House and Senate have approved S 8259 and H. R. 
Bill 20661, respectively, covering numerous amend- 
ments to the Federal Reserve Act, including an 
amendment to section thirteen providing that the 
Federal reserve banks may accept accounts from 
non-member banks upon terms to be fixed by the 
Federal Reserve Board—the ultimate purpose being 
to extend the Federal reserve clearing and collec- 
tion system to include all banks. If non-member 
banks avail themselves of this privilege it will bring 
the Federal reserve banks into keen competition 
with the banks in reserve and central reserve cities, 
and will attract to the system a large additional 
volume of items to be handled under the provisions 
of section sixteen, thereby increasing the burdens 
imposed upon the small banks throughout the 
country. 

The Committee of Twenty-Five has recom- 
mended and is urging a further amendment which 
will give banks the right to make a charge against 
the presenter for the service and expense incurred 
in covering by remittance or otherwise, checks and 
drafts drawn upon them and presented through a 
Federal reserve bank, this charge in no case to ex- 
ceed ten pents per hundred dollars or fraction 
thereof, based on the total of checks and drafts pre- 
sented at any one time. If the recommendations of 
the Committee of Twenty-Five become law, it will 
prevent exorbitant charges and will leave the ex- 
change to fluctuate from par to ten cents, and to be 
governed, as it should be, by competition and the 
flow of business to and from the different sections 
of the country. 

The purchase and sale of exchange is a legiti- 
mate function of any bank; regulation thereof may 
be desirable, but no law or order should intervene 
to cause banks to exercise that function without due 
compensation being allowed. 


PRESIDENT 
S. B. RANKIN, Secretary Ohio Bankers Association, 
Columbus, Ohio. 
FIRST VICE-PRESIDENT 
GEORGE D. BARTLETT, Secretary Wisconsin Bankers As- 
sociation, Milwaukee, Wis. 


VERMONT CONVENTION 

The eighth annual convention of the Vermont 
Bankers Association was held in Montpelier, Feb- 
ruary 22. The convention was called to order by 
President Woodruff at 3:45 p. m., in Kellogg-Hubbard 
Library Hall. 

The report of the Agricultural Committee, read 
by Chairman C. W. Brownell, gave evidence of the 
service which the association is rendering to the 
banks and the people of the state. A pig club contest 
was carried on by the committee during the year 
and $100 in prizes distributed to boys and girls in 


‘each of the fourteen counties throughout the state. 


President Woodruff discussed the farm mortgage 
loan situation and the effect of the Federal Farm 
Loan Act; the desirability of the banks aiding and 
co-operating with the farmers; the advisability of 
widening the field of investment for savings funds to 
include underlying first mortgage bonds of public 
utilities and telephone bonds; the increase in savings 
deposits in state banks and trust companies which 
amount to $104,000,000; and the inauguration of a 
state-wide thrift campaign. 

Commissioner Williams of the State Banking 
Department explained the banking bills that have 
recently been introduced in the Vermont Legislature. 
The taxation of savings was also discussed. It was 
stated that a bill had been introduced proposing to 
tax savings deposits as high as 1% per cent. The 
speaker of the afternoon was Charles P. Holland, 
president Plymouth County Trust Company, Brock- 
ton, Massachusetts. 

In the evening a banquet was held at the Pavil- 
ion Hotel. M. W. Harrison, Secretary Savings Bank 
Section, American Bankers Association, spoke on 
“An Economic Problem America Must Solve,” and J. 
Franklin Babb, of Haverhill, Massachusetts, deliv- 
ered an address on “You and Your Town.” A vote 
was taken assessing each bank member of the as- 
sociation ten dollars for the purpose of promoting a 
state-wide thrift campaign in conjunction with the 
work of the Agricultural Committee, as a part of 
the nation-wide thrift movement of the American 
Bankers Association. 

The following officers were elected: President, 
A. H. Chandler, Bellows Falls; secretary, C. S. Web- 
ster, Barton. F. H. Farrington of Brandon was 
elected a member of the Executive Council of the 
American Bankers Association; H. G. Woodruff, 


STATE SECRETARIES SECTION 


OFFICERS OF THE STATE SECRETARIES SECTION 


SECOND VICE-PRESIDENT 
FREDERICK H. COLBURN, Secretary California Bankers 
Association, San Francisco, Cal. 
SECRETARY-TREASURER 


W. A. PHILPOTT, JR., Secretary Texas Bankers Asso- 
ciation, Dallas, Tex. 


Barr, vice-president for Vermont; H. L. Ward of 
Burlington, member of the Nominating Committee, 
and F. M. Carter, alternate; vice-president Trust 
Company Section, F. G. Holland; vice-president 
Savings Bank Section, Walter R. Kinsland, of Brook- 
lyn; vice-president National Bank Section, F, M. 
Correy. Walter F. Scott of Brandon and John E. 
Weeks of Middlebury were chosen as representatives 
of the National Bank Section for Vermont. Out of 
106 banks in the state, 98 are members of the Ver- 
mont Bankers Association. 


NEW HAMPSHIRE MEETING 


The mid-winter meeting of the New Hampshire 
Bankers Association was held at Concord, January 
26, and was pronounced one of the most profitable 
in its history. At the afternoon session at the State 
House, there were discussions on proposed changes 
in the New Hampshire laws regarding investments, 
Federal Reserve Bank Service, commercial paper, 
etc., handled by Bank Commissioner James O. Ly- 
ford, Governor Alfred L. Aiken of the Federal Re 
serve Bank of Boston and others. The banquet in 
the evening registered an attendance of over 200, 
the largest on record. Dr. George W. Nasmyth 
spoke on “After the War, What?” Dr. Howard J. 
Chidley on “Trends in Modern Democracy,” and 
Rev. William Scott on “Playing the Game.” 


CONNECTICUT BANQUET 

The second mid-winter banquet of the Connecti- 
cut Bankers Association was held at the Hotel Taft, 
New Haven, on Wednesday evening, February 21. 
About 250 bankers were in attendance, largely from 
the state of Connecticut, with bankers present from 
various points in New England and New York City. 

Frederick S. Chamberlain of New Britain, presi- 
dent of the association, presided. Gov. Marcus H. 
Holcomb of Connecticut was the guest of honor. 
The speakers were Dr. H. Parker Willis, secretary 
of the Federal Reserve Board, who made a most 
interesting address on the Federal Reserve Act; 
and Prof. Francis Harvey Greene of the West Ches 
ter State Normal School, West Chester, Pa. The 
menu furnished] by the Hotel Taft was excellent, 
and the special committee of the association filled 
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every moment with music, both vocal and instru- 
mental. 

The banquet was a most enjoyable affair in 
every particular and was specially marked by patri- 
otic spirit. Great credit is due to Secretary Charles 
E. Hoyt, who had charge of the arrangements, and 
to the able committees assisting him. 

The American Bankers Association was repre- 
sented officially by General Secretary Farnsworth, 
who was the guest of the Connecticut Bankers As- 
sociation. 


WESTCHESTER AT DELMONICO’S 


The seventh annual dinner of the Westchester 
County Bankers Association was held at Del- 
monico’s, New York City, on Saturday evening, 
February 17. Like all of its predecessors, it was a 
most excellent entertainment. The menu was pre- 
sented in the best Delmonico style; the arrange- 
ment of tables was unique, especially generous in 
size and beautifully decorated, the American flag 
predominating. About 200 bankers of Westchester 
County and New York City were present. Differ- 
ing from the banquets of the day, there was no 
speechmaking, but a fine musical programme was 
rendered. During the dinner William Logan led 
in old time chorus songs. After the dinner the 
Scottish Male Choir rendered many selections. This 
is probably the best organization of its kind in New 
York. There was also violin music and solos and a 
monologue. Bradford Rhodes, who has been chair- 
man of the dinner committee for a number of years, 
and the committees under him, are deserving of 
great credit for this, one of the most artistic and 
unique banquets of the year. General Secretary 
Farnsworth and Assistant Secretary Fitzwilson offi- 
.dially represented the American Bankers Associa- 
tion as guests of the Westchester County Bankers 
Association. 


The schedule of group meetings of the Arkan- 
sas Bankers Association to be held during March is 
as follows: Group Seven, March 6, Pine Bluffs; 
Group One, March 7, Paragould; Group Two, March 
8, Newport; Group Five, March 16, Hot Springs. 
A cordial invitation is extended to all bankers to 
attend these meetings. . 


The Bureau of Navigation in the Department of 
Commerce has information that 682 ships are build- 
ing in the United States. When completed these 
vessels will represent a total tonnage of 2,098,761. 
The figures do not include ships of less than 500 
tons. 


OKLAHOMA CIRCUIT 


The annual group meeting tour of the Okla- 
homa Bankers Association took place last month ac- 
cording to schedule. The special train left Okla- 
homa City at midnight, Monday, February 19, and 
made the rounds, stopping at Claremore, McAlester, 
Mangum, El Reno, and Ponca City, returning to 
Oklahoma City February 25. As usual, Kansas 
City bankers joined in and the tour fully justified 
its popularity. 


GEORGIA GROUP MEETINGS 


The second week in April has been chosen by 
the Georgia Bankers Association for its group meet- 
ings. The schedule is as follows: April 9, Group 
2, Augusta; April 10, Group 1, Vidalia; April 11, 
Group 5, Eastman; April 12, Group 4, Moultrie; 
April 18, Group 8, Carrollton. 


CONVENTION CALENDAR 


6-7 
25-26 
26-27 

2-4 
7-8-9 


10-11 
10-12 
15-16 


April St. Augustine 
Hot Springs 
Louisiana Lake Charles 
Georgia Columbus 
Spring Meeting, Executive Council, 
A. B. A....Briarcliff Manor, N. Y. 


Muskogee 


Tennessee Chattanooga 
El Paso 
Missouri St. Joseph 
Mississippi Greenville 


Idaho B 
Maryland Atlantic City, N. J. 
Topeka 


Kansas 
Pennsylvania Bedford Springs 
Spokane 


Washington 
Menominee 


Michigan 
Minnesota 
Lake Placid 
Milwaukee 


Arkansas 


y' 
North Dakota 
Delaware 
Farm Mortgage Bankers, 
Minneapolis, Minn. 
American Bankers Association, 


Atlantic City, N. J. 


South Dakota Huron 


Kentucky 

Amer. Inst. of Bkg 

Investment Bankers Baltimore 


Commerce between the United States and its 
non-contiguous territories for the fiscal year ended 
1916 amounted to $391,397,000 as compared with 
$295,535,000 during the previous year. The trade 
balance, however, is unfavorable to the United 
States by $105,722,000. 


| 
May Oklahoma 
May 
May 15-17 
May 22-23 
May 22-23 
May 22-24 
May 23-24 
May 24-25 
June 7-8 
June 14-15 
June 19-23 
June 20-21 
June 21-22 
June 26-27 
June 
Sept. 4 
Sept. 11-13 


STATE BANK SECTION 


OFFICERS OF THE STATE BANK SECTION 


PRESIDENT 
J. H. PUELICHER, Vice-Pres. Marshall & Ilsley Bank, 
Milwaukee, Wis. 
FIRST VICE-PRESIDENT 


E. D. HUXFORD, Pres. Cherokee State Bank, 
Cherokee, Iowa. 


CHAIRMAN EXECUTIVE COMMITTER 


Cc. B. HAZLEWOOD, Vice-Pres. Union Trust Company, 
Chicago, Ill. 


SECRETARY 
GEORGE E. ALLEN, Five Nassau Street, New York City. 


MANY MEN OF MANY MINDS 


LOAN RESTRICTIONS 
By H. A. MoEHLENPAH 


The laws of the various states, and the usages 
and experiences of bankers in their various com- 
munities, to meet conditions, reasonable and season- 
able, require that the national law be amended to 
conform to these needs and practices in the main. 

Bankers will be loath to change to the Federal 
system if this fundamental relationship is altered. 
Resolutions on the part of the boards of directors 
as to excessive loans together with the strict ad- 
herence to state laws in the respective states would 
be sufficient protection. With this as a working 
basis, in due time, uniform laws could be enacted 
in the various states to meet the requirements of 
the national organization. 

A liberal attitude and construction should be 
given because of what might be called seasonable 
conditions due to commodities handled and market 
changes in the different sections of our country. 
The live-stock loans of the west and southwest are 
very different from the same class of loans in the 
middle and north sections, not only in size but in 
length of time. The same is true as to cotton in the 
south and wheat in the northwest. 

These needs have been met in the past along 
thorough-going, practical lines and state laws have 
been enacted and amended from time to time. To 
change these conditions would meet with deserved 
and unanimous opposition and would do no good at 
all. 

For these fundamental reasons we believe that 
the broad or rather generous attitude should be 
taken by the national government in their approach 
to this important question. 


LOSS OF EXCHANGE 


From Missouri: “I notice through different 
views expressed in the State Bank Section of the 
JOURNAL-BULLETIN, there is quite a difference in 
opinion in regard to loss of exchange suffered by 
small country banks through the Federal reserve 
clearing plan. It seems to me that city banks are 
and have been for a number of years rendering the 


same service that country banks are kicking about 
rendering to their customers, such as paying their 
checks at par wherever they may find their way, 
assuming risk such as transferring of funds; and 
besides the city banks collect all checks sent them 
and pay interest on daily balances. It seems fair 
and equitable that if one bank charges exchange, all 
will, and if you charge ten cents and are charged 
ten cents in return, we have nothing but the Fed- 
eral reserve clearing plan of par exchange. If city 
banks took the same advantage of their customers 
in regard to the charging of exchange on their cus- 
tomers’ checks and drafts, how many banks would 
want to do business with a bank that charged ex- 
change upon their drafts?” 


UNIFORMITY UNDESIRABLE 


From Illinois: “I don’t believe that it is wise 
or expedient to undertake to make uniform state 
banking laws and I don’t believe that they are de- 
sirable. The conditions differ so radically in some 
states that the banks cannot be intelligently gov- 
erned by the same identical laws. The national 
banking system covers the field so far as it can be 
covered with uniform laws, and certainly some 
other kinds of banks are a necessity in affording 
proper banking services to the public. In my 
judgment to endeavor to make uniform laws gov- 
erning state banks in each state would work about 
the same as endeavoring to do all the banking busi- 
ness of the country through the national banks.” 


NATIONAL AND STATE HARMONY 

From Louisiana: “I believe that the differences 
existing between the National Bank Act and the 
laws of the various states governing state banks 
should be so adjusted that the state banks would be 
willing to co-operate with the Federal Reserve 
Board in order that the gold reserve of the United 
States might be mobilized by it so as to cope with 
the situation in times of stress. I believe further 
that if the National Bank Act was so modified that 
a bank could take care of the business that is pre- 
sented to it in the usual course of business without 


— 


March, 1917 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 763 


having either to violate the National Bank Act or 
use some subterfuge to keep from violating this 
act, the system would be more attractive to state 
bankers. Also have the State Bank Section of the 
American Bankers Association use its influence with 
the various members of the legislature in their re- 
spective states to have the state banking laws of 
their state so remodelled and strengthened that the 
Federal reserve authorities would be willing to 
work in closer harmony. I think that substantial 
uniformity of state banking laws is very desirable 
and can be eventually accomplished by the active co- 
operation and efforts of the members of the State 
Bank Section of the American Bankers Association.” 


NO FAVORITISM WANTED 

From California: “As to state commercial 
banks becoming affiliated with the Federal reserve 
system, I would say that I cannot see for the life of 
me, why any state bank should be shown any special 
privileges other than those shown to national banks. 
I think that if a state bank should become a mem- 
ber of the Federal reserve system, there should be 
no strings tied to its becoming a part of that insti- 
tution. It should certainly comply with all the laws 
as rigidly as all the national banks are forced to do.” 


WHAT’S THE STUNT? 

From Ohio: “Do I want to join the State Bank 
Section? Sure. But, say, what’s the stunt? How 
is our vote to be recorded and how are we given a 
chance to express ourselves in a way that will 
count? This spirit of unity has been too long de- 
layed. The banker on account of his stiff-necked 
dignity and his reluctance to strike back at unfav- 
orable legislation is waking up to the fact that he 
is the under dog.” 


CAN’T SEE IT 

From North Dakota: “So far as the writer is 
concerned, he has not noted any benefit which might 
accrue to a small bank, the size of ours, by joining 
the Federal reserve system. The fact is, that the 
tulings so far have been arbitrary and have ended 
in a loss to state banks. A state bank differs en- 
tirely from your city banks, in that it has to call on 
all departments for its support. A city bank, on a 
very small charge, can pile up a large earning in 
any particular account. A state bank, of the size 
of ours, must retain two extra helpers to handle its 
business expeditiously, which necessitates its charg- 
ing more for certain items, such as exchange, com- 


mission, etc. Therefore, if the Federal reserve sys- 


tem wishes to enforce clearance of its checks at par, 
it would deprive this bank of five or six hundred 
dollars per annum. This will about pay one of our 
bookkeepers. I think that the banks should pull to- 


gether, in matters such as promulgating rules for 
prosecution of criminals, handling of accounts, etc., 
to the end that banks also have a uniform system of 
exchange, if possible. I believe that the different 
districts will have to have different rules, as regards 
the running of their own business. Therefore, I do 
not see that affiliating with the Federal reserve sys- 
tem will work all over the United States.” 


CO-OPERATION WITHOUT MEMBERSHIP 


From Tennessee: “I do not think it necessary 
for state institutions to become members of the Fed- 
eral reserve system, in order to co-operate fully 
with the purpose of this legislation or system. 
There should be some means, however, of having 
them surrender their stock of gold on hand to the 
Federal reserve banks, and also to co-operate with 
the Federal reserve banks in collections. The first 
I think could be obtained by asking, through the 
State Bank Section, and the other, which is a mat- 
ter of collections, can be forced on the majority of 
them or make a national bank deposit more valu- 
able to the depositor if all the national banks will 


- sustain the action of the Federal Reserve Board in 


reducing collection costs to the minimum. As to 
your question number two, as to the uniformity of 
state banking laws, there is no doubt about the de- 
sirability of this, as we all have such large inter- 
state business. And I think if your State Bank 
Section will go properly after such legislation, you 
can develop sentiment in favor of it that will be 
effective and beneficial to the whole country; and, 
incidentally, you will receive credit in proportion to 
the services rendered.” 


WILL TAKE TIME 


From Wisconsin: “As a matter of fact, state 
banks are solely the creation of the state in which 
they are located. The Federal government has ab- 
solutely no power over them, and nothing to do 
with them. It is not at all unlikely that the Fed- 
eral reserve system can be so amended and fitted 
to the demands of state institutions, that they can- 
not afford to remain outside. At the present time 
there is absolutely nothing about the Federal re- 
serve system to invite state banks to participate in 
the so-called benefits. There is no doubt but that 
the Federal reserve system has in it the elements 
of a new monetary system very much better than 
the old. It is a radical move and will take time. 


WORK FOR STATE VICE-PRESIDENTS 


From Nebraska: “My idea as how uniform 
legislation can be obtained, is that the state vice- 
presidents should be a committee to look after it, 
each vice-president to work through the legislative 
committee of his state bankers’ association.” 
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TITLE CHANGES AMONG BANK OFFICERS 


Following is a list of officers’ title changes in institutions which are members of the American Bankers 


Association, reported to the JOURNAL-BULLETIN from January 26 to February 24, 1917, inclusive. 
will confer a favor by notifying this department immediately of any such changes. 


Members 
Publication will be 


made only on receipt of information direct from members: 


ARIZONA 
Phoenix—H. D. Marshall, formerly cashier 
Phoenix National Bank, now vice-president. 
Tucson—Charles E. Walker, formerly cashier 
Consolidated National Bank, now vice-president. 


CALIFORNIA 


Gonzales—Albin E. Anderson, formerly assist- 
ant cashier Bank of Gonzales, now cashier. 

Long Beach—E. H. Wallace, formerly vice- 
president Marine Commercial & Savings Bank, now 
vice-president and cashier. Max R. Wallace, for- 
merly cashier First National Bank, Newport Beach, 
now assistant cashier Marine Commercial & Savings 
Bank, Long Beach. 

Ontario—George A. McCrea, formerly vice- 
president and cashier Ontaria National Bank, now 
vice-president and manager. 
merly assistant cashier, now cashier. 

Santa Ana—L. M. Doyle, formerly cashier Citi- 
zens Commercial & Savings Bank, now cashier Cali- 
fornia National Bank, succeeding the late A. R. 
Hervey. 


COLORADO 

Denver—J. C. Burger, formerly cashier Hamil- 
ton National Bank, now vice-president, succeeding 
W. H. Kistler, who becomes chairman of the board. 
E. J. Weckbach, formerly assistant cashier, now 
cashier. 

CONNECTICUT 
Wm. N. Travis, formerly assistant cashier 


Stamford National Bank, now cashier, succeeding 
the late Wilson L. Baldwin. 


DELAWARE 
Wilmington—John S. Rossell, formerly vice- 
president Security Trust Company, now president, 
succeeding Benjamin Neilds, who becomes chairman 
of the board and general counsel. 


DISTRICT OF COLUMBIA 


Washington—W. K. Reeve, director Exchange 
Bank, now vice-president, succeeding Hugh F. Har- 
vey. Wm. R. Nagel, formerly assistant cashier, now 
cashier. 


ILLINOIS 
Centralia—Charles C. Davis, director Old Na- 
tional Bank, now vice-president, succeeding the late 
Jacob Erbes, 
Chicago—Frank W. Hausmann, formerly cash- 
ier North West State Bank, now vice-president and 
cashier Noel State Rank. 


E..J. Sandford, for- 


Chicago—John E. Shea, formerly cashier Fort 
Dearborn Trust & Savings Bank, now vice-presi- 
dent. Herbert Roer, formerly assistant cashier, now 
cashier. 


Chicago—John F. Smulski, formerly president 
Depositors State & Savings Bank, now chairman of 
the board. James J. Pesicka, formerly cashier, now 
vice-president and cashier. 

IOWA 

Des Moines—C. E. Brenton, formerly vice-presi- 
dent Citizens National Bank, now president, suc- 
ceeding J. G. Rounds, who becomes chairman of the 
board. John H. Blair, formerly vice-president Des 
Moines National Bank, now vice-president Cftizens 
National Bank. 


MISSOURI 
Jamesport—George B. Koch, formerly cashier 
Peoples Exchange Bank, now president, succeeding 
John W. Thompson, who becomes chairman of the 
board. J. E. Tye, formerly assistant cashier, now 
cashier. 
St. Louis—Edward Buder, formerly cashier 
Mercantile National Bank, now vice-president. 
St. Louis—J. L. Johnston, formerly vice-presi- 
dent German Savings Institution, now president. 
St. Louis—George E. Hoffman, formerly cash- 
ier Merchants-Laclede National Bank, now vice- 
president. L. K. Wise, formerly assistant cashier, 
now cashier, 
NEBRASKA 


Omaha—Frank Boyd, formerly assistant cash- 
ier Omaha National Bank, now cashier. B. A. Wil- 
cox, formerly assistant cashier, now vice-president. 

Omaha—H. 8S. Clarke, Jr., formerly vice-presi- 
dent Corn Exchange National Bank, now president, 
succeeding W. T. Auld, who becomes chairman of 
the board. L. H. Tate, formerly assistant cashier, 
now cashier. 

NEW YORK e 

New York City—Arthur W. Snow, formerly 
cashier Garfield National Bank, now vice-president 
and cashier. 

New York City—Richard A. Purdy, formerly 
secretary Hudson Trust Company, now vice-presi- 
dent and secretary. 


NORTH CAROLINA 


Thomasville—T. J. Finch, formerly vice-presi- 


dent First National Bank, now president. Oliver 
M. Litaker. formerly assistant cashier. now cashier. 
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OKLAHOMA 
Muskogee—A. C. Trumbo, formerly vice-presi- 
dent Muskogee National Bank, now president, suc- 
ceeding the late A. W. Patterson. 


PENNSYLVANIA 

Braddock—George C. Watt, formerly vice- 
president First National Bank, now president, suc- 
ceeding James A. Russell, who became chairman of 
the board. 

Philadelphia—Linford C. Nice, formerly cash- 
ier Northwestern National Bank, now vice-president 
and cashier. Mr. Nice succeeds the late Otto C. 
Wolf as vice-president. 


SOUTH CAROLINA 
Charleston—M. H. Wilson, formerly cashier 
Bank of Charleston, N. B. A., now vice-president. 


SOUTH DAKOTA 
Sisseton—Henry Helvig, formerly cashier Citi- 
zens National Bank, now president. Léé’ J. Luka- 
nistsch, formerly assistant cashier, now cashier. 


TENNESSEE 
Memphis—C. W. Thompson, formerly vice- 


president National City Bank, now president, suc- 
ceeding C. T. Whitman, who becomes vice-president. 


WISCONSIN 
Seymour—Charles R. Prosser, formerly cashier 
Seymour State Bank, now president. Lawrence 
Hawley, formerly assistant cashier, now cashier. 
Viroqua—E. W. Hazen, formerly vice-president 
First National Bank, now president. 


REGISTRATION AT THE ASSOCIATION OFFICES 


FROM JANUARY 26 TO FEBRUARY 24, 1917 


Andrews, G: H., cashier Citizens National Bank, 
Raleigh, N. C. 

Barbour, George H., vice-president The Dime Sav- 
ings Bank, Detroit, Mich. 

Barker, Joseph L., vicespresident “United States 
Investor,” New York City. 

Berger, Godfrey F., Jr., Buffalo, N. Y. President 
Buffalo Chapter American Institute of Bank- 
ing. 

Beymer, A. S., vice-president Keystone National 
Bank, Pittsburgh, Pa. 

Bridges, Frank E., cashier National Bank of Lib- 
erty, Liberty, N. Y. 

Brokaw, C. L., vice-president: and cashier Commer- 
cial National Bank, Kansas City, Kans. 

Couse, W. J., president Asbury Park Trust Com- 
pany, Asbury Park, N. J. 

Culbertson, Townley, vice-president Commerce Trust 
Company, Kansas City, Mo. 

Dickson, T. H., Vicksburg, Miss. 
sissippi Bankers Association. 

Evans, Montgomery, president Norristown Trust 
Company, Norristown, Pa. 

Franklin, N. E., president Bear Butte Valley Bank, 
Sturgis, S. D. 

Frasher, George J., Seattle, Wash. 

Garrett, James D., assistant treasurer Central Sav- 
ings Bank, Baltimore, Md. 

Gwin, Earl S., president American Southern Na- 
tional bank, Louisville, Ky. 

Harris, B. F., president First National Bank, Cham- 
paign, Ill. 

Hamaoka, I., Bank of Japan, New York City. 

Hyde, Fred. W., vice-president National Chautauqua 
County Bank, Jamestown, N. Y. 

Kelley, Edward D., Kansas City, Mo. 


Secretary Mis- 


Kniffin, W. H., Jr., vice-president First National 
Bank, Jamaica, N. Y. 

Kramer, Walter B., First National Bank, Scranton, 
Pa. 

Lambertson, James B., cashier Sioux Falls Savings 
Bank, Sioux Falls, S. D. President South Da- 
kota Bankers Association. 

Lawton, Leon P., treasurer Everett Trust Company, 
Everett, Mass. 


Livingstone, William, president The Dime Savings 


Bank, Detroit, Mich. 

Macomber, George E., president Augusta Trust 
Company, Augusta, Me. 

McAdams, Thomas B., vice-president Merchants 
National Bank, Richmond, Va. 


McAshan, S. M., vice-president So. Texas Commer- 
cial National Bank, Houston, Texas. 

McEwen, Archibald W., New York City. 

McLucas, W. S., president Commerce Trust Com- 
pany, Kansas City, Mo. 

Marshall, J. H., Rhode Island Hospital Trust Com- 
pany, Providence, R. I. President Providence 
Chapter American Institute of Banking. 

Mills, C. B., vice-president Scandinavian-American 
National Bank, Minneapolis, Minn. 

Newell, F. A., assistant cashier National Shawmut 
Bank, Boston, Mass. 

Neuhauser, R. L., Washington, D. C. President 
Washington Chapter American Institute of 
Banking. 

Orr, Isaac H., vice-president St. Louis Union Trust 
Company, St. Louis, Mo. 

Philip, James P., president Catskill National Bank, 
Catskill, N. Y. 

Ransom, F. T., president Union Stock Yards Na- 
tional Bank, Wichita, Kans. 
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Rathbone, Clarence A., vice-president Norwood Na- 
tional Bank, Norwood, Mass. President Boston 
Chapter American Institute of Banking. 

Roper, W. A., assistant cashier Bank of Commerce 
& Trusts, Richmond, Va. President Richmond 
Chapter American Institute of Banking. 

Ruffin, B. A., Richmond, Va. Secretary Insurance 
Committee American Bankers Association. 
Runkle, Delmer, president Peoples National Bank, 

Hoosick Falls, N. Y. 

Swain, F. P., Rand McNally & Company, Chicago, 

Il. 


Swan, James, Detroit, Mich. 

Swan, Mrs. James, Detroit, Mich. 

Swofford, James J., Jr., Commerce Trust Company, 
Kansas City, Mo. 

von Engelken, F. J. H., director of the Mipt, Wash- 
ington, D. C. 

Warren, Keith F., Bankers Magazine, New York 
City. 

Wiser, A. C., Kansas City, Mo. 

Wright, Fay E., Rochester, N. Y. President Ro- 
chester Chapter American Institute of Banking. 


MORT UARY RECORD OF ASSOCIATION MEMBERS 


REPORTED FROM JANUARY 26 TO FEBRUARY 24, 1917. 


Backus, Charles D., vice-president and director First 
National Bank, New York, and director First 
National Bank, Groton, N. Y. 

Baldwin, Wilson L., cashier and director Stamford 
National Bank, Stamford, Conn. 

Boaz, W. J., vice-president American National Bank, 
Fort Worth, Texas. 

Burleigh, John J., president Broadway Trust Com- 
pany, Camden, N. J. 

Cohen, J. Milton, manager State Bank, Harlem 
Branch, New York, N. Y. 

Dill, Daniel J., president First National Bank, Pres- 
cott, Wis. 

Fleming, Jonathan W., vice-president and cashier 
Farmers Deposit National Bank, Pittsburgh, Pa. 

Hervey, A. R., cashier California National Bank, 
Santa Ana, Cal. 

Holl, Emil, vice-president Media Title and Trust 
Company, Media, Pa. 

Joplin, James C., assistant cashier First National 
Bank, Richmond, Va. 

Joyce, John, director National Shawmut Bank, Bos- 
ton, Mass. 

Krise, Philip A., director United Loan and Trust 
Company, Lynchburg, Va. 

McBride, W. J., director Mississippi Valley Trust 
Company, St. Louis, Mo. 


Mackercher, Donald, vice-president First and Se- 
curity National Bank, Minneapolis, Minn. 
Munroe, George D., cashier Quincy State Bank, 

Quincy, Fla. 


Outerbridge, Albert A., third vice-president Land 
Title and Trust Company, Philadelphia, Pa. 
Palmer, Anson N., second vice-president Onondaga 
County Savings Bank, Syracuse, N. Y. 

Patterson, Augustus W., president Muskogee Na- 
tional Bank, Muskogee, Okla. 

Patterson, Richard F., director Savings Bank of 
Richmond, Richmond, Va. 

Peck, Alfred E., trustee Prudential Savings Bank, 
Brooklyn, N. Y. 

director Califon National Bank, Califon, 


Pollard, A. Wilder, director Commonwealth Trust 
Company, Boston, Mass. 

Sinclair, Arthur W., vice-president Peoples National 
Bank, Manassas, Va. 

Thompson, J. J., vice-president St. Landry State 
Bank, Opelousas, La. 

Williams, Charles M., president Old Lowell National 
Bank, Lowell, Mass. 

Woodland, George, director Central Trust Company, 
Chicago, 


BRANCH AND AFFILIATED BANKS 


It does not seem to be generally understood by 
members of the American Bankers Association that 
branch banks and banks affiliated with member 
banks are eligible to membership. Branch banks 
and affiliated banks do not and cannot receive mem- 
bership benefits unless a regular membership is 
taken out. It is not practicable nor could the Asso- 
ciation afford to give to branch or affiliated banks, 
without charge, the full advantages of the protective 
feature and other facilities of the Association. 

There are now over three hundred branch banks 


members of the Association. The dues for a branch 
bank are ten dollars, where the branch does not 
have separate capital. Branches with separate capi- 
tal are charged on the same basis as parent banks, 
based on the amount of capital and surplus. 

Branches joining the Association are given all 
the privileges of the Association. They are carried 
on the membership list as regular members, are fur- 
nished with the A. B. A. sign, which is a warning 
to criminals, and receive the full benefits of the Pro- 
tective Department. 


BULLETIN 


OF THE 


AMERICAN INSTITUTE OF BANKING 


INSTITUTE EXECUTIVE COUNCIL 
Casco Mercantile Trust Company, Portland, Me.; H. G. Proctor (ex-officio), Richmond 
i Valley Trust Company, St. 
ECHT, Hibernia Bank & Trust Company, New Orleans, La.; Joun 


McWitt1aM, (ex-officio), Guaranty Trust Company, New York, N. Y.; S 
Bank, Pittsburgh, 

Bank, Seattle, Wash.; R. A, Newett, First National Bank, San Francisco, Cal. 
~ . Kane, Society for Savings, Hartford, Conn.; C 

Nickert, Eighth Natiorml Bank, Philadelphia, Pa.; JAMES Rattray, Bank of Buffalo, Buffalo, N. Y 


OFFICERS OF THE INSTITUTE 


1917—Rorert H. Bean (ex-officio), 
Clearing Association, Richmond, Va.; Frank C. BAtt, 
National Savings & Trust Company, Washington. D. C.; 
W. Rusecamp, Corn Exchange Bank, Chicago, Ill. 

1918—E, G. 
Dallas, Tex.; 


Mississi 
R. S. 


Harry E. HEBPANK, Union National 


1919—Gro. F. 


President, E. G. McWiti1am, Guaranty Trust Company, New York, N. Y. Vice-President, H. G. Proctor, Richmond 
Clearing Association, Richmond, Va. Educational Director, Grorce E. Atten, Five Nassau Street, New York City. Assistants to 
Educational Director, R. W. Hirt and M. W. Harrison, Five Nassau Street, New York City. Board of Regents—O. M. ° 
Spracue, Chairman, Professor of Banking and Finance in Harvard University, Cambridge, Mass.; E. W. KeMMERER, Professor of 
Banking and Economics in Princeton University, Princeton, N. J.; Harorp J. Dretter, National City Bank, New York City; C 


W. ALLENDOERFER, First National 


3ank, Kansas City, Mo.; Grorce E. ALten, Five Nassau Street, New York City. 


Louis, Mo.; Franx B. Devereux, 


. D. Becxrey, City National Bank, 
H. MacMicuaet, Dexter Horton Trust & Savings 


. H. Cueney, First National Bank, Kansas City, Mo.; Wm. A. 


= 


Work of the American Institute of Banking 
in Public Affairs 


in the past decade into an organization of 

size and influence. Its operations in the field 
of education have resulted in helping to place the 
banking profession upon a scientific basis of na- 
tional as well as local respect and honor. Its gradu- 
ates have become the managers of banking insti- 
tutions and are exerting an influence which is ma- 
terially benefiting our economic and social life. Its 
chapters—seventy-five in number—are adding new 
hopes and aspirations to the individual bank clerk, 
creating thereby a definite interest in the work of 
the bank and resulting’ in greater efficiency and 
productivity. The ratio of interest to the work at 
hand measures not alone the worth of the man, but 
his efficiency, his influence. So the Institute gradu- 
ate, the Institute worker, has achieved and attained 
the object of his interest in its application to the 
business of the bank. 


T: American Institute of Banking has grown 


Exerting Influence in Public Affairs 


Selfish interest and human indifference result 
in dependence upon leaders of thought and action 
te bear the burdens of the day. Unless an institu- 
tion has a leader its influence in the community is 
valueless. The bank necessarily sells its service, its 
accommodation. The measure of profit it makes is 
determined by the quality of service rendered. 
Adequate service facilities are not built by furni- 
ture, upholstery and records, but by contact with 


and treatment of the public. Thus, the bank is a 
quasi-public institution, and whatsoever it does for 
the public, perhaps sometimes without apparent re- 
ward, largely determines its profit. It may be cor- 
rect to state that the bank renders such service, 
nevertheless those who constitute the bank’s organ- 
ization and are its representatives are responsible 
for the quality of service. Sympathy with the 
affairs of the community; the ability to please a 
customer; knowledge of matters which vitally affect 
the community’s advancement are all necessary in 
the foundation of the building of service facilities. 
The bank officer or clerk who conscientiously de- 
votes his time, and even so strong a term as affec- 
tions to the affairs of his community will inevitably 
succeed in measurably furthering the interests, in- 
fluence and reputation of the bank, which means 
substantial and consistent profit. Hence, how very 
important is the work of public affairs. 

Is there anything that a chapter could under- 
take with greater results outside the realm of the 
education of its own members than promotijng a bet- 
ter understanding on the part of the public of the 
functions and objects of the banking institution? 
For example, chambers of commerce and boards of 
trade in every section of the country are calling 
upon the Savings Bank. Section of the American 
Bankers Association for advice and suggestions 
which would aid them in mapping out a plan for a 
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campaign of community thrift education. Upon in- 
quiry of them as to whether the banks should not in 
part lead in such propaganda, the answer generally 
was that the public believes the bank has only a 
selfish interest in them, and hence, greater business 
rather than a better community is the motive for 
their spending time and money for such a purpose. 
Of course, we know that in the main an attitude of* 
this sort is manifestly erroneous. The banker from 
habit may have a conservative or even ultra-con- 
servative way of exhibiting community spirit— 
nevertheless it is as sincere and resultful as that of 
any other citizen. The antiquated and obsolete 
banker believed that by his awe-inspiring, self- 
possessed dignity the attraction to the bank of cus- 
tomers was inevitable; he was the highly magnetized 
piece of steel standing in the center of the com- 
munity’s life. He was looked up to, respected, with 
the admonition, “Thou shall fear God and thy 
banker,” the most obvious thing about him. When 
the idol broke, however, the autocrat of the business 
world was derided and made the apostle of buf- 
foonery. 

The task of reconstruction, of reshaping the 
public mind in favor of the banker has been a most 
difficult one. His service to*business was under- 
stood because it was necessary. His ability to ex- 
tend credit has always been respected. Sometimes 
the less courtesy, with some tact, he practiced has 
resulted in better risks being presented to him. 
However, how essential, how desirable at all times, 
and more particularly at this present day of a most 
complex social structure, is a thorough understand- 
ing and knowledge on the part of the public of the 
functions of a bank! ' The power to teach, to inform 
lies in each chapter of the Institute in the seventy- 
four cities throughout the United States. 


Organizing a Public Affairs Committee 

There is no difficulty experienced in the organ- 
ization of a committee in a chapter for carrying on 
this work of public education. Heretofore a num- 
ber of chapters have maintained committees with 
such an object in mind, e. g.: committees on public 
affairs; educational committees; public speaking 
classes; publicity committees and so forth. Only a 
few of the chapters have not been active in public 
affairs. 

Necessarily the organization must be adapted 
to local conditions. A large Chapter like Phila- 
delphia would essentially be different from the 
chapter in Grand Forks. Conditions are at vari- 
ance. For example, in New York Chapter there is 
a committee of ten members which co-ordinates its 
work with the Public Speaking Class and enlists the 
support of committee members who are able to 

{ speak in public. One member of New York Chapter 
last year was sent to Dallas, Texas, where he con- 
ducted a city-wide thrift campaign most successfully. 
William H. Kniffin, Jr., who is the chairman of this 


March, 1917 


committee, has spoken in a number of cities in New 
England and New Jersey under the auspices of New 
York Chapter. 

Practically the same thing has been done by 
Macon Chapter. The committee in that chapter se- 
cured the publication of talks on thrift and banking 
in a number of newspapers in Georgia. Macon 
Chapter was known from one end of the state to 
the other. The attention of local bankers was 
brought definitely to the activities of the Chapter. 

If space would permit, detailed account of the 
widespread activities of the various chapters 
throughout the country could be given. But, for the 
purpose of illustration the two already cited will 
perhaps be sufficient. 

Meetings should be held regularly and discus- 
sions had with respect to promoting a better under- 
standing of the functions of banks on the part of 
the public. For instance, what a heap of good could 
be accomplished by the chapter in spreading the 
idea throughout the city of the desirability and ad- 
visability of checking accounts for the household; 
keeping the accounts of the home systematically and 
satisfactorily; teaching the business man the neces- 
sity of cost accounting; holding down the overhead 
expense; eliminating such expenses as are unneces- 
sary and adding to the item of salaries for efficient 
help. Not only would the committee members mate- 
rially advance their own positions, but they would 
build up the reputation of the local banks, as well 
as further the interests of the chapter. 

Do not by any means allow the political element 
to enter the appointment of a public affairs com- 
mittee. It means sure death if you do. Appoint 
the committee upon the basis of ability and depend- 
ability. If a member does not fit into the organiza- 
tion, politely request him to resign. Make up your 
mind that your committee is going to succeed; that 
it is going to be the best one in the Institute and 
nine chances out of ten, with such a spirit behind it, 
it will assuredly succeed. 

The Part the Local Banker Should Take 

If the local bank or banker does not realize the 
possibilities of chapter public affairs, there should 
be found some way of teaching him. It is perhaps 
so obvious that it would be overlooked. In this re- 
spect the Institute Public Affairs Committee un- 
doubtedly would be helpful to the Chapter. Under 
such circumstances it would be well for the chapter 
president or chairman of the committee to get in 
touch with the chairman or secretary of the Insti- 
tute Public Affairs Committee. Call to the attention 

of the local banker how important it is for some 
agency of the character of the chapter to endeavor to 
promote the interests of the community by teaching 
greater thrift, the elements of credit; the earmarks 
of a wild-cat scheme; the question of money, its 
uses and abuses, and a multitude of other subjects 
about which the public should know. There is noth- 
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ing that would result in a better understanding of 
the bank by the public than the public analysis of 
what a bank is. Confidence and good will would fol- 
low as the night the day. The public is naturally 
indiscriminate, knowing not the difference between 
a pawnshop and a national bank. How then are 
they to know anything about it if the bank does not 
tell them? In addition to county organizations as 
well as clearing house associations the chapters of 
the Institute are peculiarly well fitted to create pub- 
lic sentiment in favor of the banker. The facilities 
and the incentive which exist in the chapter and its 
members invariably would induce action. Hence, the 
local chapter is the best agency for carrying on the 
work of better relations between the banker and the 
public. 

Institute members are thoroughly imbued with 
the spirit of co-operation within the confines of their 
own chapter. Banking problems, except as a matter 
of study, do not enter in. They are resolved to pro- 
mote the best interests of the banking fra‘*ernity re- 
gardless of what bank they may belong to. The 
opportunity is truly great at this time when the 
various difficulties and complexities of our economic 
life demand poise, capacity, balance and team work. 
Get at the root of the matter; observe the tendencies 
of human nature and bring the banking world into 
better repute, through encouraging the individual to 
save and to think aright, to be more systematic, to 
be of stronger character, to be a better busincss 
man, to recognize that the bank means to serve and 
to aid in constructing lives, thereby helping to build 
a splendid banking structure for the community. 
Then—this will assuredly have its reflection in our 
national life. 

Conduct of the Work 

There are plenty of institutions in every city 
that are interested in community development. The 
Young Men’s Christian Association, the Young Wo- 
men’s Christian Association, the Chamber of Com- 
merce, the Board of Trade, church organizations, the 
school boards, factories, farmers organizations, com- 
mercial organizations and fraternal organizations, 
all of which would co-operate in every way possible. 

There are three things each chapter public af- 
fairs committee may consider: 

First, public speaking (a) talks on banking, (b) 
talks on thrift. 

Second, gettine into communication with the 
local school authorities and promoting the organiza- 
tion of a school savings system. If one has already 

‘been established try and better it. Give talks in the 
schools to the children and endeavor to point out the 
value of system and economy, the elimination of 
waste. 

Third, work in the factories. Promote the es- 
tablishment of savings clubs in factories, talk at 
noon-day meetings, suggest profit-sharing plans to 
the employer. 


This will be a new service on the part of the 
bank to its customers. The chapter would promote 
a better feeling between the employer and employee 
which is certainly desirable. 

Any material desired with respect to such work 
is available by addressing a member of the Insti- 
tute Public Affairs Committee in your district. The 
members of the Institute Public Affairs Committee 
stand ready at all times to advise and assist the 
chapters in their public affairs work. 

The following list indicates the members of 
the Institute Public Affairs Committee representing 
various districts: 

H. G. Proctor, Chairman, Richmond County 
Clearing Association, Richmond, Virginia.—Rich- 
mond Chapter. 

C. B. Brombach, First and Security National 
Bank, Minneapolis, Minnesota.—Minneapolis Chap- 
ter,-St. Paul Chapter, Duluth Chapter, Great Falls 
Chapter, Grand Forks Chapter, Omaha Chap*‘er. 

Frank W. Bryant, Vice-chairman, Second Na- 
tional Bank, Boston, Mass.—Boston Chapter, Provi- 
dence Chapter, Hartford Chapter, New Haven Chap- 
ter, Waterbury Chapter. 

Charles C. Carter, Lowry National Bank, At- 
lanta, Georgia.—Atlanta Chapter, Charleston Chap- 
ter, Jacksonville Chapter, Macon Chapter, New 
Orleans Chapter, Savannah Chapter, Mobile Chapter. 

George J. Clark, Chicopee National Bank, 
Springfield, Mass.—Springfield Chapter, Pittsfield 
Chapter. 

Daniel P. Clifford, Home Savings Bank, Toledo, 
Ohio.—Cincinnati Chapter, Cleveland Chapter, Day- 
ton Chapter, Toledo Chapter. 

Robert E. Cornish, German National Bank, 
Little Rock, Arkansas.—Little Rock Chapter, Mem- 
phis Chapter. 

James H. Daggett, Marshall and Ilsley Bank, 
Milwaukee,’ Wisconsin.—Eau Claire Chapter, Des 
Moines Chapter, Milwaukee Chapter, Chicago Chap- 
ter, Indianapolis Chapter, Kansas City Chapter, St. 
Louis Chapter. 

James D. Garrett, Central Savings Bank, Balti- 
more, Maryland.—Baltimore Chapter, Columbia 
(S. C.) Chapter, Philadelphia Chapter, Raleigh 
Chapter, Washington Chapter, Wheeling Chapter. 

M. W. Harrison, American Bankers Associa- 
tion, 5 Nassau Street, New York City—New York 
Chapter, Scranton Chapter, Wilkes Barre Chapter, 
Pittsburgh Chapter. 

Bernard Johnson, Peninsular State Bank, De- 
troit, Michigan.—Buffalo Chapter, Detroit Chap‘er, 
Grand Rapids ‘Chapter. 

M. B. Keith, Security National Bank, Dallas, 
Texas.—Austin Chapter, Dallas Chapter, El Paso 
Chapter, Fort Worth Chapter, San Antonio Chapter, 
Tulsa Chapter, Waco Chapter. 
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George E. Maine, Dexter Horton Trust & Sav- 
ings Bank, Seattle, Washington.—Seattle Chapter, 
Spokane Chapter, Salt Lake Chapter, Denver Chap- 
ter, Tacoma Chapter. 

Godfrey J. Smith, National Commercial Bank, 
Albany, N. Y.—Rochester Chapter, Albany Chapter, 
Syracuse Chapter, Utica Chapter. 

A. W. Taber, First National Bank, Chatta- 
nooga, Tennessee.—Birmingham Chapter, Chatta- 
nooga Chapter, Louisville Chapter, Nashville Chap- 
ter. 

Thomas H. West, Ladd and Tilton Bank, Port- 
land, Oregon.—Poritland Chapter, Los Angeles 
Chapter, Oakland Chapter, Sacramento Chapter, 
Stockton. Chapter, San Francisco Chapter, Fresno 
Chapter. 

Subjects and Forms of Addresses 


Another part of the JOURNAL-BULLETIN con- 
tains several forms of addresses which may be in- 
corporated in newspaper articles written, and pub- 
lic addresses. given by chapter members. The sub- 
jects are as follows: The Waste of Money; Your 
Business Credit; Your Business Capital; Your Busi- 
ness Character; Do You Borrow Money; Let the 
Banker Help You; Discounting a Note; How the 
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Bank Makes Money; You and Your Bank Account; 
The Bank a Protector of Money; Kinds of Banks; 
How the Bank Helps; Trust Companies; Commer- 
cial Banks; Getting Your Money Out of the Bank, 


The application of this material to the. work 
of public affairs, the use of it as a text, may be ex- 
plained by an example: If a member is called upon 
to give a talk on “The Essentials of Credit” it 
would be well for him to read “Your Business 
Credit,” “Your Business Capital,” and “Your Busi- 
ness Character.” Such suggestions received would 
perhaps be sufficient to aid him materially in the 
preparation of his talk.- Or, if he were called upon 
to discuss the functions of a bank it might be help- 
ful for him to read |Discounting a Note,” “How the 
Bank Makes Money,” “The Bank a Protector of 
Money,” “How the Bank Helps,” etc. The forms of 
addresses are merely suggestive. 


The committee would appreciate any sugges- 
tions from members concerning this work of pro- 
moting public relations. 

INSTITUTE PUBLIC AFFAIRS COMMITTEE 
H. G. Proctor, Chairman, 
F. W. BRYANT, Vice-Chairman, 
M. W. HARRISON, Secretary. 


FEDERAL FARM LOAN DIRECTORS 


The Federal Farm Loan Board has made an- 
nouncement of officers and directors appointed for 
the Federal land banks as follows: 

Federal Land Bank of Wichita: President and 
director, D. F. Callahan, president Farmers State 
Bank,* Kingman, Kan.; vice-president and director, 
Milas Lasater, vice-president First National Bank,* 
Pauls Valley, Okla.; secretary and director, T. J. 
Guilfoil, Albuquerque, N. M.; treasurer and director, 
Ralph Voorhees, Denver, Colo.; director, Thomas A. 
Hubbard, Rome, Kan., registrar and attorney, W. P. 
Z. German, Muskogee, Okla. 

federal Land Bank of St. Louis: President 
and director, Herman W. Danforth, Washington, 
Ill.; vice-president and director, Carl E. Hopkins, 
Tonti, Ill.; secretary and director, James A. Johns- 
ton, Poplar Bluffs, Mo.; treasurer and director, 
William S. Mitchell, Little Rock, Ark.; director, D. 
Ward King, Maitland, Mo.; registrar and attorney, 
W. W. Frey, president and attorney Mexico Sav- 
ings Bank,* Mexico, Mo. 

Federal Land Bank of New Orleans: Presi- 
dent and director, T. F. Davis, cashier Delta Bank 
and Trust Company, Yazoo City, Miss.; vice-presi- 


dent and director, C. B, Dufour, New Orleans, La.; 
secretary and director, C. C. Gaspard, cashier 
Avoylles Bank and Trust Company,* Marksville, 
La.; treasurer and director, A. Y. Malone, president 
First National Bank, Dothan, Ala.; director, J. T. 
Savage, Hamilton, Miss.; registrar and attorney, R. 
Tyler Goodwyn, Montgomery, Ala. 


Federal Land Bank of Columbia: President 
and director, F. J. H. von Engelken, East Palatka, 
Fla.; vice-president and director, L. I. Guion, Lugoff, 
S. C.; secretary and director, Howard C. Arnold, 
Greenville, Ga.; treasurer and director, D. A. Hous- 
ton, Monroe, N. C.; director, S. C. Warner, Palatka, 
Fla.; registrar and attorney, R. H. Welsh, Colum- 
bia, S. C. 


Federal Land Bank of Omaha: President and 
director, D. P. Hogan, Massena, Iowa; vice-presi- 
dent and director, J. M. Carey, Cheyenne, Wyo.; 
secretary and director, F. G. Odell, Omaha, Nebr.; 
treasurer and director, E. D. Morcom, Sioux Falls, 
S. D.; director, Warren C. Baker, Mitchell, S. D.; 
registrar and attorney, M. L. Corey, Hastings, Nebr. 


*Members American Bankers Association, 
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State Banks and the Federal System 


By C. C. K. SCOVILLE 


President of the Citizens State Bank of Seneca, 
Kansas, and Member of the Executive 
Committee of the State Bank 
Section 


to be attained by the organization of the 

Federal reserve system was, (1) decentral- 
ization of the reserves of the country, (2) the elimi- 
nation of the present system of pyramiding our re- 
serves, (3) greater elasticity of the currency of the 
country, (4) elimination of the issuance of currency 
by the national banks, (5) establishment of a system 
of rediscounting liquid notes to as full and com- 
plete an extent as might ever arise on any occasion, 
either in times of a legitimate demand for commer- 
cial purposes, or in emergencies or times of stress, 
such as we all experienced during the panic of 1907. 


A S I understand it, the foremost objects sought 


In order to intelligently discuss the question as 
to what the state banks and trust companies are go- 
ing to do with the Federal reserve system, I must 
call your attention in a general way to the ideas 
which I think to a great extent governed the minds 
of the Congress when this bill was prepared by the 
committee on banking and currency, and finally en- 
acted into law by both houses of the national legis- 
lature, in its present form, or practically in its pres- 
ent form; because the amendments to the bill, since 
its passage, have been but few, and those of rather 
minor importance. 

First, as to the decentralization of our reserves. 
To me this has always seemed the second reason in 
importance. We all know and understand the force 
of the old saying that it is sheer folly to carry all 
our eggs in one basket. No better instance of the 
proof of our folly in carrying on the banking busi- 
ness of this great country in such a manner that 
practically all our reserves soon drift into the vaults 
of the great banks of New York City, and are by 
them loaned out to the best possible advantage for 
themselves, largely for stock gambling purposes, 
could possibly be produced, than the dark days of 
the 1907 panic, when every bank in the land had 
either all or a large proportion of its reserves de- 
posited in that city, and when, to save the souls of 
every officer of the bank, we were unable to obtain 
a single dollar of the money that belonged to us. 


To decentralize our reserves and place them in 


district banks instead of in New York City banks, 
became the insistent demand of the banks of the 
whole country, which demand finally resulted in the 
present law, which remedies that serious defect in 
cur banking practice, and which will cause the re- 


serves of the twenty-seven hundred banks to be de- 
posited in twelve reserve centers instead of one 
One of the-best writers in this country on this sub- 
ject has said that a multiplicity of reserve centers 
weakens the whole structure in proportion to the 
number of reserve centers added to the system. This 
may be true when the number has gone beyond the 
point of safety, but I believe it goes without saying 
and is now quite generally conceded that the framers 
of this law arrived at and adopted a happy medium, 
and that no better solution of this vexed problem 
could have been reached. Every careful banker in 
the land should breathe easier when he studies the 
full meaning of this principle, which has been so 
fully considered and so wisely adopted. 

Second, as to the pyramiding of reserves, have 
you gentlemen ever stopped to consider this evi} 
and its evil effects upon our business? Hundreds of 
the leading bankers of this country have for many 
years denounced this practice, and yet were abso- 
lutely unable to prevent the evil. At present the 
national banks apparently have an excess reserve of 
more than a billion dollars. Of these, a substantial 
proportion represents items in transit between. the 
depositing and the depository banks; the_ balance, 
excepting about one hundred million excess cash in 
vaults held by banks outside of New York, is kept 
entirely in reserve cities. The largest portion, of 
course, is in New York City. There it is on deposit 
drawing interest at the rate of 2 per cent. and loaned 
out on stock exchange collateral or invested in com- 
mercial paper, except as to the reserve of 18 per 
cent. required by the new law, and the smail total 
excess reserve of about fifty million dollars. This is 
a reduction of excess cash reserves in New York of 
over one hundred million since January 22, 1916. 

If Farmer Smith deposited $1,000 in his bank at 
Seneca, Kansas, and this bank should in turn de- 
posit this amount in one of the banks at Kansas 
City, and the Kansas City bank in turn deposited it 
in Chicago, at 2 per cent. interest, and in turn the 
Chicago bank should deposit it in New York at 2 
per cent. interest, and the New York bank should 
invest this money in commercial paper at 3 per cent. 
interest, it would seem a most extraordinary and 
unique method to permit Seneca, Kansas, and Kan- 
sas City and Chicago all to count these deposits as 
reserves, while if the bank at Seneca had itself 
bought the same commercial paper, it would have 
carried it as a loan, and all the rest of this beautiful 
structure of the reserve bank deposits and reserves, 
would have been wiped out. The collateral loans and 
holdings of securities of New York banks not mem- 
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bers of the Federal reserve system have increased 
during the last twenty months more than one-half 
billion dollars. These are wonderful increases, and 
it is well to stop and consider how much of this 
growth as well as the growth of other New York 
banks has come through the pyramiding of reserves. 

Third, the necessity of a more elastic currency. 
Again referring to the panic of 1907, the cry was for 
additional currency, and there was none to be had 
except a comparatively small amount which was 
still due from the government to the national banks 
whenever they were ready to deposit government 
bonds and receive national bank notes in return. 
We all know the supply did not begin to fill the 
needs of the country, and owing to the rigidity of 
the law there was no way by which the government 
could furnish additional currency. This currency 
famine produced and augmented the severity of the 
panic. We all know how the cry went up from all 
over the land that Congress should at once enact 
some sort of legislation that would meet the necessi- 
ties of the country, should another such time of dis- 
tress return. As a temporary measure the Vree- 
land-Aldrich law was passed, and faithfully served 
this country when another panic was threatened by 
reason of the breaking out of the terrible war in 
Europe. This demand for an elastic currency has 


been fully met by the provisions of the new Federal 


reserve law, and I have no doubt but that: every 
banker in the United States each morning when he 
returns thanks to the Almighty for the sumptuous 
repast which lies spread before him, does not fail to 
add his thanks that all danger of another panic on 
account of a currency famine has been forever 
eliminated. 

Fourth, the elimination of the issuance of na- 
tional bank notes. No doubt we all fully understand 
that national bank notes are not money. Neither 
are they legal tender, and yet like the apostle of old, 
it can say truthfully, “I know that my Redeemer 
liveth.” Many of our best national banks are much 
pleased to see in the provisions of the new law, that 
the national bank note is soon to disappear from 
off the face of the earth, and to be replaced by cur- 
rency issued directly by the government. 

Fifth, the establishing of banks for rediscount- 
ing liquid notes. The mobilization of the promis- 
sory note and its development as the fundamental 
and most essential part of the whole financial struc- 
ture, is probably the most important phenomenon in 
modern financial evolution. Without it the far- 
reaching use of credit tokens as substitutes for cash 
is neither complete nor safe. The discount system 
by creating sound conditions makes the small bank 
independent and safe. Under the old conditions, the 
small bank with us is dependent in critical times on 
the assistance of the large institutions and on the 
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arbitrary will of the Secretary of the Treasury, 
limited as this is by his ability to help. The central 
bank, the backbone of the discount system, has 
everywhere proved a check to plutocratic monopoly, 
The discount system enables the country to concen- 
trate its reserves and to use them freely when 
needed. It brings about a clear distinction between 
the working reserves of the general banks and the 
actual cash reserves needed to protect the circulation 
of the country. With us, such a line of demarcation 
cannot be drawn, and our reserves kecome hope- 
lessly decentralized and prove absolutely unavail- 
able in times of stress. The discount system estab- 
lishes a broad market for commercial paper, and this 
market forms the basis of the note issue, and at the 
same time provides for an easy adjustment of the 
demand and supply of money, the burden being borne 
by the whole nation. 

Hon. Paul M. Warburg, member of the Federal 
Reserve Board of Washington, has said some very 
interes‘ing things this year in relation to the ques- 
tion as to what the state banks ought to do with the 
Federal reserve system. He said that he felt that 
he ought to compliment the large trust companies 
and state banks upon the broad point of view which 
guided them in entering the Federal reserve system, 
and he also added, that he might at the same time 
ask their powerful sister institutions, how, under 
present conditions, they could justify themselves in 
staying out of the system, and in throwing the en- 
tire responsibility and burden upon the shoulders of 
the national banks, and those few trust companie3 
and state banks that had already become members. 
He says they do not contribute their fair share of 
gold to the general reserve fund of the nation, nor 
do they provide their share of the necessary capital 
of the Federal reserve banks, and that not only do 
they fail to contribute their share of strength to the 
system, but they become forces, perhaps uncon- 
sciously, that make for the direct weakening of its 
strength and efficiency. Do the trust companies and 
the state banks claim that pyramiding of reserves 
is sound? Would they prefer to see our ancient sys- 
tem perpetuated and the reforms contemplated by 
the Federal Reserve Act abandoned so as to make 
room again for the good old conditions of 1893 and 
1907? Unless they are willing to subscribe to that 
doctrine, how can these large banking institutions, 
some of them located in central reserve cities, justify 
themselves in considering as reserves, after the man- 
ner of the country banks, their interest bearing de- 
posits with other banks. What is it that powerful 
and prominent institutions as well as other strong 
state banks, may say in justification of such an 
attitude? At first they fear that by entering the 
syste:n, they might lose some of their present power 
and privileges. But the board has made regulations 
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permitting them to continue to exercise practically 
all legitimate banking functions enjoyed by them in 
the past. 

Some state banks and trust companies have 
claimed that if they entered the Federal reserve sys- 
tem they could not withdraw; but the Board in the 
exercise of its power to prescribe regulations as a 
condition of membership, has provided that they may 
withdraw under conditions previously made known, 
and the subscription to the stock of a Federal re- 
serve bank, made by a state institution, is condi- 
tioned upon this express agreement. 

Many state banks have raised the objection tha‘ 
they preferred to be examined by their own banking 
departments and not by the examiners of the Comp- 
troller of the Currency. The Board in accordance 
with the provisions of the Federal Reserve Act has 
provided that wherever there is an efficient state 
examination as there is in some of the states, it shall 
be accepted in place of the examination of the 
Comptroller, and, only failing that, an examination 
shall be made by examiners under the supervision 
of the Federal Reserve Board. The Board has also 
announced that state member banks in making their 
stated reports to the Comptroller of the Currency 
might use the form of statement prescribed by their 
respective state banking departments, provided they 
are rendered as of the same date as required by the 
‘Comptroller of the Currency for national banks. If 
reports are not rendered on those dates, state mem- 
ber banks are required to use the same forms as 
national banks, but they may omit from their re- 
ports all schedules except that relating to coin or 
coin certificates. 

They have also feared that the Clayton Act 
would deprive them of valuable directors. But Con- 
gress has amended that Act so as to permit a direc- 
tor of a member bank to be at the same time a di- 
rector of two other banks or trust companies, pro- 
vided they are not in “substantial competition” with 
the member bank. 
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We have all heard of the arguments so often 
advanced that the rulings of the Board may be 
changed, and that therefore it may be possible under 
a different personnel of the Board to reverse the 
present arrangements and subject the state banks to 
the examinations, reports and rulings of the Comp- 
troller of the Currency. But that is not likely to 
happen, and if it did, the state bank or trust com- 
pany could use its privilege to withdraw from mem- 
bership in the system. 

Let us assume, however, that joining the Fed- 
eral reserve system does involve certain sacrifices, 
some of which are necessary, and some of which may 
be thought unnecessary. If you throw into one side 
of the scale all the benefits accruing to the banks 
and the nation by the creation of the Federal reserve 
system, and into the other the sacrifices to be made 
by its members, there cannot be any doubt whaiso- 
ever that the advantages will outweigh the disad- 
vantages a thousandfold. The Federal Reserve Act 
is one of the most constructive pieces of legislation 
that was ever put upon our statute books. Nobody 
could be foolish enough to expect that a law so com- 
plicated in its nature, so far-reaching in its scope, 
and a compromise in so many details between oppos- 
ing views, could be absolutely perfect. It is a won- 
der that from the beginning it has proved as work- 
able as it has. Mr. Warburg says that he feels con- 
fident that if after sincere and unbiased efforts in 
the operation of the reserve banks defects should 
develop that needed correction, we could confidently 
count on a patient and sympathetic hearing before 
Congress. He further says that at this mementous 
period of its financial history, the country is en- 
titled to have its banking system attain its maxium 
strength. Irrespective of burdens involved, imagin- 
ary or real, it is the duty, especially of the larger 
state institutions, to come in promptly and eon- 
tribute their share, making whatever suggestions 
they think helpful as friends and members, rather 
than as critics from the outside 


A PLAN TO MOBILIZE THE GOLD OF THE COUNTRY 


A plan to redeem gold coin at its face value in- 
stead of by weight as heretofore is under considera- 
tion by the Treasury Department and the Federal 
Reserve Board. The plan aims at the mobilization 
of the country’s gold in the Federal reserve banks 
by paying for the gold the face value. The redemp- 


tion of gold coin usually involved a loss to the holder 
of the gold in view of the fact that the Treasury 
Department would pay only for what actual gold 
was left in the coin, deducting the value of the 
abraised metal. The plan involves the issuance of 
paper currency in lieu of the gold bought 
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INSTITUTE CHAPTERGRAMS 


REPORT OF COUNCILMAN NICKERT 


CHAPTERS 
ship 


Philadelphia 1445 


+39 


Scranton 


Wilkes-Barre 23 +1 


Member- Changes 


Study 
Classes 
Banks and 
Banking— 
Trust Com- 
anies— 
vegotiable 
Instruments 


Banks: and 
Banking 


Commercial 
Law 


Special 

Activities 
Debate with 
Scranton 
March 2nd— 
Public 
Speaking 
contest April 
20th— 
Discussion 
by Jerome 
Thralls on 
“Clearing” — 
Two trips to 
industrial 
‘ampaign 
mem ber- 
ship— 
Aeolian Club 
entertained 
Board of 
Governors— 
Plans most 
completed 
for Annual 
Banquet 


February 
meeting— 
Addresses 
on Educa- 
tional Op- 
portunities 


Membership 
campaign 


REPORT OF COUNUILMAN RATTRAY 


CHAPTERS Member- Changes 


ship 


Albany 221 +6 


Buffalo 


2289 +90 


Rochester 


Syracuse 


Study 
Classes 
Banks and 
Banking 


Business cor- 
respondence 
Banks and 
Banking— 
Public 
Speaking— 
Elementary 
bookkeep- 
ing— 
Penman- 
ship— 
Spanish 


Credits— 
Negotiable 
Instruments 
Elementary 
Banking— 
Foreign 
Trade— 
Advanced 
Account- 
ing— 
Memory 
Training— 
Debates 


Banks and 
Banking— 
English— 
Public 
Speaking 


Banks and 
Banking-— 
Loans and 
Investments 
Commercial 
and Indus- 
trial Geogra- 
phy— 
Public 
Speaking 


Special 
Activities 
Campaign 
for new 
members 


2 addresses 
on Loans and 
Investments 
Annual Ban- 
quet 


Thrift Cam- 
paigns— 
Annual 
quet— 
Informal 
dance 


sau- 


1 open meet- 
ing— 
Informal 
dinner 


Debating 
team active 


Utica 


REPORT OF COUNCILMAN 
CHAPTERS Member- Changes 


Chicago 


Grand Rapids 


Milwaukee 


Detroit 
Indianapolis 


Minneapolis 


No report from Eau Claire. 


REPORT OF COUNCILMAN BALL 


CHAPTERS Member- Changes 


Little Rock 


Louisville 


No report from Memphis. 


128 


ship 
1136 


244 
62 


458 


ship 
120 


+7 


+6 


Banks and 
Banking 


Study 

Classes 
Commercial 
Law— 
Negotiable 
Instruments 
Banks and 
Banking—- 
Loans and 
Investments 
English 


Commercial 
Law 


Negotiable 
Instruments 
Loans and 
Investments 


Negotiable 
Instruments 
Loans and 
Investments 
Public 
Speaking 


Loans and 
Investments 


Banks and 
Banking 


Banks and 
Banking 


Study 

Classes 
Loans and 
Invest- 
ments— 


Banks and 
Banking— 
Planning 
supple- 
mentary 
course— 


Banks and 
Banking— 
Public 
Speaking— 
Foreign 
Exchange— 
Junior 
Work— 
Law— 


March, 1917 


Debate 
scheduled for 
March 6th 
with Syra- 
cuse Chapter 


RUBECAMP 


Special 
Activities 

General 
meeting— 
Annual Ban- 
quet— 
Bowling 
team 


Federal 
Farm 


Loan Dinner 


Special 
Activities 


Smoker~ 


Two gener- 
al meet- 
ings— 

39 out of 43 
passed ex- 
amination 
in “Banks 
& Banking” 


REPORT OF COUNCILMAN BECKLEY 


CHAPTERS Member- Changes 
ship 


Austin 


Dallas 


Forth Worth 


48 


Study 
Classes 
Negotiable 
Instruments 


Banks and 
Banking— 
Loans and 
Investments 


Banks and 
Banking— 
Negotiable 
Instruments 


Special 
Activities 
Social Ses- 
sion at home 
of Prof. 
*atts 


General 
Meeting with 
Debate and 
Address— 
Membership 
campaign 


Planning to 
observe 


Thrift Day 


| 
| 

i 15 

295 

St. Paul 271 

i 

— 

| 1388 —21 | | 
| 

40 

} 

: St. Louis 508 

4 

124 

| 

79 
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San Antonio 


£l Paso 


Loans and 
Investments 
Banks and 
Banking 


Commercial 
Law— 
Negotiable 
Instruments 


Banks and 
Banking 


hone 


Held dinner 
in connection 
with meeting 


REPORT OF COUNCILMAN CHENEY 


CHAPTERS Member- Changes 


Des Moines 


Omaha 


Kansas City 


Tulsa 


Denver 


ship 
178 


+23 


Study 
Classes 
Commercial 
Law— 
Negotiable 


Instruments 


Negotiable 
Instru- 
ments— 
Public 
Speaking 


Banks and 
Banking— 
Loans and 
Invest- 
wments— 
Practical 
Banking 


Commercial 
Law 


Commercial 
Law— 
Negotiable 
Instru- 
ments— 
Banking 
practice 


Special 
Activities 


none 


Annual de- 
bate 


REPORT OF COUNCILMAN HEBRANK 


CHAPTERS Member- Changes 


Pittsburgh 


Wheeling 


Cleveland 


Cincinnati 


ship 
997 


+17 


Study 

Classes 
Account- 
ing— 
Practical 
Banking— 
Law— 
Corp. Fi- 
nance— 
Foreign 
Trade 


Banking— 
Public 
Speaking 


Banks and 
Banking 


Banks and 
Banking— 
Commercial 
Law 


Banks and 
Banking— 
Commercial 
Law— 
Public 
Speaking 


Banks and 

Banking— 

Commercial 
aw 


Special 
Activities 
Annual Ban- 

quet— 
Basketball— 
3 open meet- 
ings 


Membership 
Cam paign— 
Banquet— 

1 open meet- 
ing 


Membership 
Campaign— 
Banquet— 
Bowling 
League— 

2 open meet- 
ings 


Bowling— 
Basketball 


Open meet- 
ing— 


Annual . Ban- 
quet in May 


Basketball 
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REPORT OF COUNCILMAN DEVEREUX 


CHAPTERS Member- Changes 


ship 
Baltimore 659 


R.chmond 


Charleston 


Columbia 


Raleigh 


Washington 


Study 

Classes 
Banks and 
Banking— 
Accounting 


Elementary 
Banking— 
Banks and 
Banking— 
Commercial 
Law— 
Public 
Speaking 


Loans and 
Investments 


Law 
Banks and 


Banking 


Banks and 
Banking— 


Special 

Activities 
Address on 
Credit and 
Foreign Ex- 
change 


Discussion of 
Advisability 
of Municipal 
Survey 


none 


Social 
ing 


meet- 


none 


Employment 
Bureau 


Junior Classopened— 


Post-Gradu- 
ate— 
Elementary 
Spanish— 
Public 
Speaking 


Glee Club 
organized 


REPORT OF COUNCILMAN KANE 


CHAPTERS Member- Changes 


ship 
New Haven 205 - 


Providence 223 


Boston 


Pittsfield 
Hartford 


Study 

Classes 
Banks and 
Banking 
Banks and 
Banking— 


English and 


Letterwrit- 
ing 


Law— 


Economics— 


Stock 
Transfers 


Commercial 
Law 

Banks and 
Banking— 
Post-Gradu- 
ate 


Specia: 

Activities 
Preparing 
for Banquer 
Open meet- 
ing— 
Addresses: 
“Stock 
Transfers 
“The Mexi- 
can Situa- 
tion” 


Banquet— 
Forum— 

1 open meet- 
ing 


Preparing 
for Banque 
Bowling 
League— 
Forum— 
Membership 
campaign 


No reports from Springfield or Waterbury. 


REPORT OF COUNCILMAN HECHT 


CHAPTERS Membher- Changes 


ship 
Atlanta 140 


Birmingham 


Chattanooga 


Jacksonville 


Macon 


+3 


Study 

Classes 
Banks and 
Banking 


Commecrial 
Law— 
Negotiable 
Instruments 


Banks and 
Banking— 
Loans and 
Investments 


Loans and 
Investments 


Loans and 
Investments 


Special 
Activities 
Open meet- 


Ban- 


Debate 


Open meet- 
ing 


115 
287 : 
| 
|| — 66 +1 — 
104 +6 none 
8644 
|| 725 
= : = 
. 
ings 
Annual 
Toledo 155 +1 quet— 
278 +2 
40 
Dayton 127 —2 
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Neshville 132 


Savannah 


New Orleans 289 


Mobile 


JOURNAL 


+11 


Banks 
Banking 
Elementary 
Banking— 
Public 
Speaking— 
Post-Gradu- 
ate 


Commercial 
Law— 
Negotiable 
Instruments 


Elementary 
Banking— 
Banks and 
Banking— 
Loans and 
Investments 


Banks and 
Banking— 
Loans and 
Investments 
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Open meet- 
ing 


Open meet- 
ing— 
Debate 


REPORT OF COUNCILMAN MACMICHAEL 


CHAPTERS Member- Changes 


ship 
Duluth 40 


Great Falls 42 


Portland 


Seattle 


Spokane 


Tacoma 8t 


Study 
Classes 


Banks and 
Banking 


Banks and 
Banking— 
Accounting 


Commercial 
Law— 
Negotiable 
Instruments 


Banks and 
Banking 


Banks and 
Banking 


No report from Grand Forks. 


Special 

Activities 
Studying 
credits 
Annual Ban- 
quet 
Membership 
campaign— 


Ladies’ night 


Debate 


REPORT OF COUNCILMAN NEWELL 


CHAPTERS Member- Changes 


ship 
Los Angeles 


Oakland 


Sacramento 


Salt Lake City 
Stockton 


Ban Francisco 


Study 
Classes 


Banks and 
Banking 


Banks and 
Banking 


Banks and 
Banking 


Banks and 
Banking 


Banks and 
Banking 


Banks and 
Banking— 
English— 
Spanish— 
French— 
Commercial 
Law— 


Special 
Activities 
2 Forum 
meetings— 
1 open meet- 
ing 
Annual Ban- 
quet 
1 open meet- 
ing— 


1 open meet- 
ing— 

Adding ma- 
chine contest 


Ball 
lectures 


Annual 
Two 


2 open meet- 


ings— 
Visited in- 
dustrial 
lant— 
Jaudeville 
night— 


Accounting—Series of lec- 


Public 
Speaking 


tures on 
“War Fi- 
nance” being 
held 


March, 1917 


Organized 
February 9, 
1917— 
Study class 
started, 75 
attendance 


Banks and 
Banking 


Fresno 


THE FIFTEENTH ANNUAL CONVENTION OF THE 
AMERICAN INSTITUTE OF BANKING WILL BE HELD AT 
DENVER, WEDNESDAY, THURSDAY AND FRIDAY, SEP- 
TEMBER 12, 13 AND 14. 


ADOLPH FLOFEEN, Institute graduate and presi- 
dent of Chicago Chapter, has been promoted to an 
assistant cashiershjp in the Central Trust Company 
of Illinois. The Central Trust is a large and pro- 
gressive institution. So is Floreen. 


JOSEPH C. JORDAN, former president of the Kan- 
sas City Chapter, has resigned his position as as- 
sistant cashier of the Commonwealth National Bank 
to become treasurer of the Union Oil Company, with 
offices at Wichita, Kansas. 


ALBANY CHAPTER has now been incorporated 
under the laws of New York State. The annual 
banquet will be held March 15 at the Hampton 
Hotel. L. H. Hendricks of the Federal Reserve 
Bank of New York addressed the chapter at the 
regular open meeting on the subject of “The Opera- 
tion of the Federal Reserve Bank.” 


FrReD. E. FARNSWoRTH, General Secretary 
of the American Bankers Association, made a char- 
acteristic address at an informal luncheon given to 
out-of-town guests on the day following the banquet 
of New York Chapter. Col. Farnsworth spoke of 
the Institute in the highest terms and particularly 
noted the fact that the educational work of the or- 
ganization had already had a beneficial effect upon 
American banking. He took pleasure in expressing 
his appreciation of the present relationship between 
the officers of the Association and the officers and 
educational employees of the Institute. 


ATLANTA CHAPTER, according to J. A. Bank- 
ston, held its annual banquet on the evening of 
February 21. The principal address was that of 
Mr. M. B. Wellborn, Federal Reserve Agent, of the 
Sixth District, on “The Attitude of State Banks 
toward the Federal Reserve System.” Talks were 
made by a number of officers of the different banks 
of the city and by several members of the chapter. 
The attendance was one of the largest that the 
chapter has ever had on such an occasion. We are 
pleased to announce promotions from among our 
membership as follows: Fonville McWhorter, as as- 
sistant cashier of the Central Bank & Trust Cor- 
poration; H. H. Johnson and O. C. Radford, Jr., as 
assistant cashiers of the Lowry National Bank. 
The educational work of the Atlanta Chapter has 
been moving along nicely during the past few weeks. 
We have been fortunate in having several interest- 
ing and instructive addresses by a number of offi- 
cials of banks of the city, among which should be 
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mentioned the following: H. Warner Martin, cashier 
of the Lowry National Bank, on “Collections and 
Credits”; A. M. Bergstrom, assistant cashier of the 
Third National Bank, on “Clearing Houses”; Hon. 
Jos. A. McCord, governor of the Federal Reserve 
Bank, of Atlanta, on “Banking Systems”; A. P. 
Coles, vice-president of the Central Bank & Trust 
Corporation, on “Loans and Discounts.” 


BALTIMORE CHAPTER.—George G. Requard 
writes: “At our last open meeting of Baltimore 
Chapter we were favored with an address by Jerome 
Thralls, Secretary of the National Bank and the 
Clearing House Sections of the American Bankers 
Association. Mr. Thrall’s: statement of the many 
problems that are now being worked out by the 
various clearing houses throughout the country was 
very clear; his description of the work of these as- 
sociations, especially the country-clearing section, 
pointed out to us that the efforts that they are ex- 
pending are substantially in the same direction as 
the aims of the Federal reserve system collection 
Plan. His plea for a further co-operation between 
the Federal reserve system and the individual clear- 
ing houses, looking toward a practical ‘solution of 
the matter of exchange, met with the hearty ap- 
proval of all his auditors and we are now quite 
firmly convinced that this is the best, if not the only 
way, that the matter ever will be satisfactorily set- 
tled. The next event of importance for us will be 
our annual banquet on March 17. The indications 
are that we are going to have a splendid attendance, 
not only of chapter members but other guests as 
well; and, of course, we look forward to seeing a 
goodly number of our friends from nearby cities.” 


CHICAGO CHAPTER is sawing wood but saying 
little. 


Post GRADUATE THESES.—The subjects of Post 
Graduate Theses for 1917 are as follows: (1) The 
Gold Supply and the Federal Reserve Banks, (2) 
Trade and Bank Acceptances in Our Financial Sys- 
tem, (8) War Finance and the Future of America’s 
Financial Position, (4) Economic and Financial 
Changes Under the Rural Credit Law. The condi- 
tions governing post-graduate theses are as follows: 
(1) Theses must be typewritten and five identical 
copies submitted to the Educational Director not 
later than June 1. In length these must be not less 
than 5,000 words nor more than 10,000 words. (2) 
Theses thus submitted must contain bibliological 
reference to books and authorities utilized in their 
preparation. (3) Theses must bear fictitious names 
that will conceal the identity of their authors. In a 
sealed envelope addressed to the Educational Di- 
rector each author must give his real name in con- 
nection with the fictitious name signed to his thesis. 
The Board of Regents of the Institute will deter- 
mine the relative merits of theses submitted. (4) 
Unsuccessful contestants may submit theses until 
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they have either secured the Institute degree or have 
satisfied themselves that it is beyond attainment, 
but no contestant may submit more than one thesis 
in any one year. 


MEMBERS of the Institute Executive Council 
are doing excellent service in promoting chapter 
work and increasing its efficiency. 


CINCINNATI CHAPTER.—The interest in the edu- 
cational classes continues unabated. The board of 
directors have voted a first prize for general excel- 
lency to be given at the end of the year to the stu- 
dents in the “Banks and Banking,” “Commercial 
Law,” “Public Speaking” and “Elementary Bank- 
ing” classes. Mr. Beiser writes that five promo- 
tions to executive positions in Cincinnati banks were 
given to Institute men. The friends of Ed. Sohn, 
Jr., a former president of Cincinnati Chapter, who 
has frequently represented the Chapter at national 
conventions, will find particular pleasure in learn- 
ing that he has been promoted to assistant cashier 
of the German National Bank. The other promo- 
tions are: Charles Sindlinger to assistant cashier 
of the German National Bank, H. W. Bauer and 
A. L. Shreve to assistant cashiers of the Second Na- 
tional Bank, and Joseph'F. Part! to assistant cash- 
ier of the Atlas National Bank. A new class in 
“Elementary Banking” has been organized with ar. 
enrollment of twenty-five students. R. C. Smith, 
assistant cashier of the Citizens National Bank, is 
the instructor. At the open meeting held on Febru- 
ary 27 a very instructive address on “Credit State- 
ments and Balances” was given by W. P. Sharer, 
president of the First National Bank of Zanesville, 
Ohio. The open meeting in March will be a “Pre- 
paredness” meeting. At the open meeting on April 
2 an address on “Commercial Preparedness” will be 
delivered by John T. Holdsworth, Dean of the Col- 
lege of Commerce of the University of Pittsburgh. 
Our annual banquet will be held in May. Keen 
rivalry is shown among the contestants for dele- 
gates to the national convention at Denver. 


CORRESPONDENCE CHAPTER has thus far made 
educational alliances with the State Bankers Asso- 
ciations of Georgia, Illinois, Kansas, Minnesota, 
Mississippi, Missouri, Montana, North Dakota, 
Tennessee, Texas, Virginia and Wisconsin. 


FRESNO CHAPTER.—On February 9 about nine 
in the evening in sunny California, Fresno Chapter 
of the Institute of Banking was born. Old Doctor 
Newell and several assistants from San Francisco 
Chapter were in attendance. The lusty infant is a 
real eugenic baby. With its first breath it yelled 
and cried for books. To quiet the infant the spe 
cialist in the New York office has sent seventy-five 
copies of each of the text-books entitled “Banks and 
Banking” and “Loans and Investments,” which are 
giving the youngster relief. The following officers 


and board of governors have been elected for the 


= 


778 


first year: President, Berton Einstein of the Bank 
and Trust Company of Central California; Vice- 
President, C. W. Christensen of the Selma National 
Bank; Secretary and Treasurer, B. I. Hesse of the 
First National Bank; Board of Governors: M. J. 
Wickstrom of the First National Bank, A. R. Jack 
of the Farmers National Bank, William McEwen, 
Jr., of the Bank and Trust Company of Central 
California, George Ball of the Bank of Italy, John 
Patten of the Union National Bank. Practically all 
the members are enrolling for the study course. 
Ira B. Cross, Assistant Professor of Economics of 
the University of California, has been secured to 
lecture on “Banks and Banking.” 

KANSAS CITY CHAPTER has started the study of 
“Loans and Investments,” with an attendance at 
every meeting of almost 100. Mr. Walker has 
charge of the work. Dean T. Davis writes that 
“The chapter has offered prizes for the best work 
done in this course. The basis of awarding the 
prizes will take into account the attendance, appli- 
cation and the excellence of the students’ work as 
shown by the final examination. Tuesday evening, 
February 13, was the time of our annual debate. A 
large number of officers of the various banks as 
well as the members of Kansas City Chapter at- 
tended. The question, ‘Resolved, that the Federal 
reserve banks should be allowed to compete with 
commercial banks to the extent permitted under the 
present provisions of the Act,’ was well argued by 
both the affirmative and the negative. In addition 
to the weighty arguments presented by both sides, a 
great deal of good-natured banter was engaged in. 
This, of course, was enjoyed by the audience. The 
decision was unanimous for the negative.” 

OAKLAND CHAPTER held its annual banquet at 
the Oakland Hotel February 15, on which occasion, 
says William R. Ward, “the chapter was honored 
with the presence of J. K. Lynch, Past President of 
the American Bankers Association; R. A. Newell, 
of the National Executive Council; John Clausen, 
President; Victor Klinker, Vice-President; W. F. 
Gabriel, Secretary, and J. S. Curran of San Fran- 
cisco Chapter; J. Dorsey Ewing, President; H. M. 
Campbell, Vice-President; Alex. Anderson, Secre- 
tary; F. W. Wurster and six other members of 
Stockton Chapter, and Julian Arnold, United States 
Commercial Attache to China. Mr. Lynch spoke 
briefly and interestingly as did also Messrs. Clausen, 
Ewing and Wurster. The event of the evening was 
the illustrated talk on China by Mr. Arnold, who 
has spent considerable time in China in the pursuit 
of the duties of his office for Uncle Sam and his 
presentation of the different aspects of life and 
business in that vast empire was a treat of rare 
educational merit. G. W. Ellis, one of our chapter 
memhers, has been promoted to the position of 
manager of the Twenty-third Avenue branch of the 

Oakland Bank of Savings.” 
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THE INSTITUTE CERTIFICATE is the one tangible 
asset of Institute work. 


OMAHA CHAPTER.—William Phillips writes: 
“Under the able leadership of President W. H. 
Dressler and others, our work has been going on 
with real enthusiasm, and we have this year an 
added attraction for our large membership in the 
shape of well furnished and commodious, permanent 
quarters in one of the leading hotels in the city. In 
these quarters, which are open at all times to the 
members, we hold our class meetings for educational 
purposes. Harry O. Palmer, a young Omaha attor- 
ney, conducts classes every Thursday night in the 
study of the Negotiable Instruments Act and the 
practice of Public Speaking on alternate weeks. The 
large attendance at both of these classes has been 
sustained throughout the season, that of the former 
showing an average of over forty present, which re- 
fiects the interest manifested by the students. We 
are using the A. I. B. text-books and hope to have a 
large number of our members take the Institute 
examinations this year.” ; 


CHAPTERS that substitute something else for the 
Institute study course either die or learn from ex- 
perience and live. 


MEMPHIS CHAPTER, according to information 
from L. C. Humes, is doing much to improve not 
only its own members, but also everybody else in 
Tennessee. 


ALEXANDER DUNBAR, cashier of the Bank of 
Pittsburgh, recently said: “Realizing the advantages 
of having Institute men in its organization, the 
bank with which I am connected, is developing 
plans, from time to time, for the encouragement of 
not only a full Chapter membership, but the taking 
advantage of the opportunities offered by its edu- 
cational classes. Our bank has not overlooked the 
additional advantage of the acquaintance a young 
man gets among the Institute boys. The rule adopted 
by us, with reference to the selection of delegates to 
represent our bank at the conventions of the Ameri- 
can Institute of Banking, will clearly indicate this 
point. This rule provides that in case any chapter 
member in our employ is considered highly enough 
by his fellow-members to be honored in the election 
to an office in the chapter, then he is the one to 
represent our bank at the first convention following. 
Should there be none of our clerks elected to an 
office that year, then the choice is made from the 
holders of the Chapter diplomas, the one receiving 
the highest mark being the choice. In the employ- 
ment applications used by our bank, we have decided 
to insert the following additional questions, to wit: 
(1) Are you a member of the American Institute of 
Banking? (2) If not, would you be willing to join 
the Pittsburgh Chapter for the purpose of taking 
advantage of the educational work?” 
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MINNEAPOLIS CHAPTER’S annual meeting for the 
nomination of officers was held in Dayton’s Tea 
Rooms on February 7. Ralph M. Chapman, Chair- 
man of the Nominating Committee, announced a 
complete ticket for the annual election, which will 
be held some time in May. It was decided to hold 
open the nominations of delegates to the A. I. B. 
Denver Convention until the next regular meeting. 
Following are the names of the men nominated for 
the various chapter offices: For President: Clarence 
R. Chaney, Northwestern National Bank; Robert E. 
Towle, Federal Reserve Bank. For Vice-President: 
C. L. Keith, Scandinavian-American National Bank; 
C. E. Searle, Farmers & Mechanics Savings Bank. 
For Treasurer: J. A. Chilstrom, St. Anthony Falls 
Bank; Robert S. Stebbins, Union State Bank. For 
Corresponding Secretary: Paul R. Anderson, St. An- 
thony Falls Bank; R. A. Thrall, First & Security 
National Bank; Earl H. Haverstock, Minnesota 
Loan & Trust Company; For Recording Secretary: 
Edw. Olson, Scandinavian-American National Bank; 
J. H. Strothman, Farmers & Mechanics Savings 
Bank; N. D. Dixon, Market State Bank. For execu- 
tive committee: A. V. Smith, First & Security Na- 
tional Bank; L. V. Ross, Northwestern National 
Bank. For Delegate to Minnesota Bankers Conven- 
tion at St. Paul: A. V. Smith. 


HAROLD J. DREHER, assistant cashier National 
City Bank, New York, in a brief address before a 
group of out-of-town guests at a luncheon given 
them by New York Chapter on the day following the 
annual banquet, most tactfully and forcibly de- 
scribed the attitude at times taken by some people 
in their own communities toward the rest of the 
country. Mr. Dreher pointed out the difference in 
temperament of the people in the East, in the West 
and in the Middle West; that how eminently more 
desirable it is for the people in each section of the 
country to endeavor to understand each other, there- 
by promoting greater co-operation, concentration 
of effort and progress which constitute a higher 
standard of patriotism and civilization. The point 
which Mr. Dreher made was that a chapter should 
take the national viewpoint of the Institute instead 
of the purely local attitude. 


NEw YorK CHAPTER.—F. E. Tyng, Jr., writes: 
“Semi-annual examinations, held January 29-Febru- 
ary 6, are now a thing of the past, the results being 
for the most part satisfactory, and the first half- 
year of New York Chapter’s new educational pro- 
gram has been brought to a successful conclusion. 
The new term was begun auspiciously by the fif- 
teenth annual banquet on February 17 at the Hotel 
Astor. Major General Wood, Chief of Staff, 
U. S. A., addressed the diners, urging universal 
military training to save the country from ag- 
gression and as a measure to restore to the United 
States its utility as a melting pot. The following 
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remark, made in the course of his speech is well 
worth inserting here: ‘I am a pacifist, as all mili- 
tary men in this country are. We are pacifists in 
that we do not want an unnecessary war; we do not 
want a war at all, if it can be avoided with honor. 
By a pacifist I do not mean one of those degenerate 
creatures who think that nothing is worth fighting 
for. I mean one who loves peace, but who feels that 
it is better sometimes to break the peace than to 
break the faith.’ Other speakers were George E. 
Allen, Educational Director of the American Insti- 
tute of Banking; Col. Alex. S. Bacon, Hon. Luke 
D. Stapleton, of the New York Supreme Court, and 
Senator Theodore E. Burton.” 


Roy L. NEUHAUSER, the one hundred horse- 
power president of Washington Chapter, reminds 
one of that ancient king about whom was written: 
“And everything he undertook he did it with all his 
heart and prospered.” 


PITTSBURGH CHAPTER has always been a won- 
der-worker, but this year it is better than ever. 
H. E. Reed writes: “According to the opinion passed 
by our old friend, Uncle George Allen, it was some 
banquet. I am referring to the annual banquet of 
Pittsburgh Chapter, held at McCreery’s, Tuesday 
evening, February 6, 1917. The fun began at 7 
p. m., and to use the words of Capt. Dollar, there 
was ‘Pep’ to burn. After enjoying the feed, mingled 
with solos, songs and hundreds of toy balloons, we 
arrived at the heavy artillery, namely, the speakers 
of the evening. The invocation was delivered by 
Rev. Edward E. Travers, Rector, Trinity Protestant- 
Episcopal Church. Our President, Jean Phillips, 
introduced the toastmaster of the evening, M. H. 
Gottschall, who, after dispensing some keen wit, pro- 
ceeded to introduce the first speaker, E. M. Herr, 
president Westinghouse Electric & Manufacturing 
Company, who spoke on the subject, ‘Electric Power 
Development.’ The second speaker was Dr. F. W. 
Hinitt, President of Washington & Jefferson College, 
who chose for his subject, ‘The Art of Living.’ The 
third and last speaker of the evening was Captain 
Robert Dollar, president the Robert Dollar Com- 
pany, located at San Francisco, who with his won- 
derful combination of common sense and wit, sent us 
all home with fond recollections of a wonderful 
evening. Captain Dollar spoke on ‘The Merchant 
Marine.’ During the progress of the banquet 
Messrs. Schiebler, Ehni and Fost entertained us 
with a humorous skit entitled the ‘Porter.’ We were 
pleased to note the attendance of the leading bankers 
and business men of our city, together with many 
out-of-town bank men. Great credit is due the 
Banquet committee, which was composed of H. E. 
Hebrank, W. P. Watson, W. A. Korb, B. G. Dodds, 
D. A. Mullen, W. M. Bell, C. W. Orwig, O. G. Pfordt. 
Our educational classes are making progress. The 
examinations in Corporation Finance and Invest- 
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ments were held February 20, twenty-five taking 


‘the examinations. The examination in Commercial 


Law will be held Thursday evening, March 1, 1917. 
H. E. Hebrank, our executive committeeman, was 


‘the guest of Toledo Chapter over Lincoln’s Birth- 


day, and returned with nothing but praise for the 
efficiency and hospitality of the Toledo boys. A few 
of the Detroit Chapter men honored him by their 
presence, which shows the great spirit of good fel- 


. lowship existing in our Institute.” 


For life is the mirror of king and slave, 
*Tis just what you are and do. 
Then give to the world the best you have, 
And the best will come back to you. 
—Selected. 


St. PAUL CHAPTER, according to A. T. Stolpes- 
tad, “is having one of the most successful years it 
has ever had in its history due to the efforts being 
put forth by our President, Mr. Delander, who is 
taking a most active interest in the work. We have 
just completed the first semester of our Banking 
and Law classes and have held examinations in both, 
and from the number who took them and the inter- 
est they showed, we expect to have quite a number 
of our chapter members with credits towards the 
Institute certificate.. The attendance at classes has 
been very good also, there having been an average 


. attendance of over fifty in the Banking class 


and about thirty-five in the Law class. The 
classes for the second semester are now being en- 
rolled, and we look forward to a good attendance. 
The Law class will continue with the subject of 


_ ‘Negotiable Instruments,’ and in place of the Bank- 


ing class we expect to have one in Loans and 
Investments. We have also started a class in 
Public Speaking, and from the interest taken we 
expect it will prove to be a very successful 


one. On January 22 we had a ‘Federal Farm Loan 


Dinner,’ which was very largely attended by the 
members of the chapter. We also had with us an 
unusually large number of bank officers. Dr. E. 
Dana Durand, of the University of Minnesota, gave 
us a very interesting talk on the new Federal Farm 
Loan Act, explaining in detail the workings and the 
probable effect it would have. After the talk we had 
a general discussion of the Act, and Dr. Durand 
was kept busy answering questions as to various 
features of the Act.” 


DETROIT CHAPTER neglects Chaptergrams, but 
is doing excellent educational work. 


St. Louis CHAPTER.—Public Speaking class, un- 
der the guidance of Professor Curtis, staged a very 
good debate at their last meeting. The subject, 
“The United States Government should own and 
operate the Railroads of the United States.” The 
negative side won. The Junior Work class is carry- 
ing on a series of lectures on the different depart- 
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ments of the bank and has been very fortunate in 
obtaining good speakers. Officers and managers of 
departments have responded very willingly to our 
invitations to speak and these meetings are giving 
the young bank man an opportunity of discussing 
the operation of the different departments with men 
having a practical knowledge of banking. The 
“Commercial Law” class at their last meeting took 
up the subject of forgeries. Although no official 
examination is to be given in this study this year 
the class has a very good atiendance and the study 
is becoming more interesting ai each meeting. 


“BLACK MAGIC,” a five-reel motion picture, was 
exhibited after the Minneapolis Chapter dinner on 
February 8. The picture showed how necessary it 
is for the bank man to be constantly on the alert 
against clever check raisers and counterfeiters; it 
is owned by the “Todd Protectograph” people. Ar- 
thur D. Hagg further states that the Spring semes- 
ter is now in full swing and there is a record en- 
rollment in all the classes. The Junior Bank Men’s 
School is also going nicely and -they are now posi- 
tive of accomplishing what they set out to do, mak- 
ing 1916-1917 the banner educational year of the 
chapter. 


C. F. Hers, assistant secretary of the Missis- 
sippi Valley Trust Company, and instructor in 
“Practical Banking” of St. Louis Chapter, gave the 
class a test covering the history of banking. Out 
of an average attendance of sixty, forty-three took 
the test, thirty-nine having made the required grade 
of sixty per cent., indicating thereby very good at- . 
tention on the part of the members. The study of 
“Loans and Investments” will be taken up next. As 
a good many members have already a 50 per cent. 
credit toward a certificate, special attention will be 
given by them to the work the remainder of the 
season, as they are very anxious to obtain the neces- 
sary grade for a certificate. 


SCRANTON CHAPTER has already passed the cen- 
tury mark, numerically, and gives promise of fur- 
ther development. The educational activities are 
well represented by a weekly class of twenty-five 
under the direction of Attorney Walter L. Schanz. 
The new branch of activity, “Notes of Scranton 
Chapter,” is growing very popular; one of the fea- 
tures being a biographical sketch each month of one 
of the cashiers of that thrifty city. At the monthly 
meeting held on February 2, after the routine busi- 
ness was disposed of, the members listened to a very 
instructive address by William A. Nickert, member 
of the Institute Executive Council; Richard W. Hill, 
assistant to the Educational Director, also spoke. 
Just before the close of the meeting many inquiries 
were made of Councilman Nickert regarding the 
methods of work in other chapters and from his 
abundant store of knowledge of the Institute and 
its work he very willingly answered all inquiries. 
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After the meeting a substantial old-fashioned, appe- 
tizing “feed” was provided by Chairman Reilly of 
the social committee. 


TRAVELING at a speed of a mile a minute is go- 
ing some, but the smile a minute gets more and 
quicker action.—Hudsonian. 


SALT LAKE CHAPTER, according to Lutzen Buma, 
is keeping up its educational record: “During the 
month of January Prof. F. W. Reynolds of the 
University of Utah conducted a weekly half hour 
class in Business-Letter Writing. On January 18 
Mr. Lutzen Buma of the Utah Savings & Trust 
Co., addressed the chapter on the subject of ‘Collec- 
tions and Transits.’ On January 25 Mr. C. B. Rob- 
bins resigned as Secretary of the Salt Lake Chap- 
ter due to departure from the city. Mr. Lutzen 
Buma was elected Secretary for the remainder of 
this year at the regular chapter meeting held Febru- 
ary 1,1917. On February 1 President Jno. W. Boud 
addressed the chapter on the subject of ‘Clearing 
Houses.’ On January 27 dance given at the New- 
house Hotel was a: pronounced success socially as 
well as financially.” 


BEWARE of random reading and disjointed lec- 
tures. Nothing but systematic study accomplishes 
anything worth while. 

SAN FRANCISCO CHAPTER.—W. F. Gabriel 
writes: “The largest class in the history of the San 
Francisco Chapter entered the mid-term banking ex- 
amination given by Dr. Ira B. Cross, Assistant Pro- 
fessor of Economics, University of California, on 
January 27. Of the sixty-seven entered, sixty-five 
returned papers which later received marks of the 
required percentage. This record we are especially 
proud of as being indicative of the educational stand- 
ard we are maintaining. 1917 is going to be San 
Francisco’s banner year. Our membership commit- 
tee reports a gratifying increase in membership and 
our boast to become the second largest chapter is 
no longer an impossibility. We are aiming for 1,500 
members in 1918 and from all present indications 
the goal will be easily reached. On February 17, 
the Public Affairs committee arranged to take 
a party of fifty members to inspect the plants of the 
American Biscuit Company and the Pacific Coast 
Candy Company., this being the regular monthly 
trip to plants in and around San Francisco. In 
addition to these popular and instructive activities, 
the Public Affairs committee has organized a 
Speaker’s Bureau, composed mainly of men attend- 
ing the Public Speaking Class, and is arranging to 
provide speakers for all occasions. This is believed 
the practical way to correct many public misconcep- 
tions of banks and banking, as well as to give first- 
hand training to the members training to become 
public speakers. Through the efforts of E. W. Wil- 
son, vice-president of the Anglo & London-Paris 
National Bank, as chairman of our Educational 
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Committee, we have secured Dr. David P. Barrows, 
Professor of Political Science, University of Cali- 
fornia, to deliver a series on ‘War Finance.’ These 
lectures will be six in number and San Francisco 
Chapter in being privileged to hear a nationally 
famous professor on so interesting and vital a sub- 
ject, is looking forward to the most instructive 
course of lectures which have yet been given. On 
February 9, nearly three hundred bankers of San 
Francisco, including many officials, gathefed at the 
chapter rooms to listen to the opening lecture, ‘The 
Support of the German Military Establishment and 
German Public Finance During the Present War.’ 
During the course of his lecture he told the bankers 
some interesting deductions he had formulated about 
the much talked of territorial aggrandizement 
which lead to Germany being involved in the war. 
There were two main reasons, said Dr. Barrows, for 
Germany, when first she entered/ into the European 
cataclysm. By a short, decisive and victorious cul- 
mination Germany planned to deliver a telling blow 
at France, because of the long feud existing between 
the two countries, and to then collect an enormous 
indemnity, thereby crippling France for many years 
to come. Secondly, Germany planned to open the 
Ottoman Empire, thus realizing her national propo- 
ganda for commercial expansion. Dr. Barrows said 
that it had been reliably figured that 4,000,000 men 
had been killed in Europe and that an equal number 
had been maimed to such an extent that economically 
they were practically useless, making a staggering 
loss to the countries of 8,000,000 ware earners, 
which could mean nothing but an irreparable dimin- 
ishment of productiveness for years to come.” 
LEARN to talk and write. There is little use of 
having ideas unless you know how to express them. 
WASHINGTON CHAPTER, according to John A. 
Petty, “has had the most active year in its history. 
The membership has increased from 216 to 535 since 
the opening meeting, the biggest gain recorded in 
any previous administration. Among those recently 
elected to sustaining membership are J. H. von En- 
gleken, Director of the Mint; Carter Keene, Direc- 
tor of the Postal Savings System, and his Assistant 
Director, Chas. H. Fullaway. Mr. Von Engleken 
has been appointed president of the Farm Land 
Bank of Columbia; S. C., and we regret that his 
association with us was so brief. The Board of 
Governors recently elected Dr. H. Parker Willis, 
Secretary of the Federal Reserve Board as an 
honorary member. This makes our fourth hon- 
orary member. Dr. Willis has co-operated with us 
in the educational work for a number of years and 
has willingly given his time and high ability to the 
work. Invitations to the banquet at the New Wil- 


lard on March 24 will be sent to all Presidents of 
nearby chapters, and we promise them a rare treat. 
The speakers have not been announced. Vaudeville 
Ross E! Pol- 


and the glee club will be two features. 
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ington. During his absence, Vice-President Victor 
lock has been named chairman of the Excursion 
committee. He announces that the outing will be 
held on June 15, and preliminary arrangements are 
under way. Richard W. Hynson has accepted the 
editotship of the Washington Chapter News. The 
educational work has been most satisfactorily con- 
ducted this year. All three branches have had large 
and enthusiastic classes and there will be a real fight 
for the prize money. The following is a statement 
of some of our work this year: Educational: Classes 
in Banking and Finance, Post Graduate Forum, 
Junior class in elementary banking, Spanish, Public 
Speaking. Other activities: Washington Chapter 
News, Employment Bureau, increased membership 
219 (still going).” 

WILKES-BARRE CHAPTER is rejuvenating. Presi- 
dent Bower and the other chapter officers, together 
with former President Mitchell, are planning an 
energetic membership campaign which they believe 
will result in a high-water mark for Wilkes-Barre 
Chapter. The class in “Commercial Law” is pro- 
gressing under the direction of Attorney Brennan. 
The monthly meeting was held on February 16 at 
the rooms of the Young Men’s Christian Association, 
and Richard W. Hill, assistant to the educational 
director, discussed with the members methods of 
chapter work. The spirit of those in charge of the 
work is not that of the dissatisfied but rather of the 
unsatisfied. 

PROGRESS IS NOT MADE ON A Hopsy Horse when 
New York Chapter is considered. Joseph A. Sea- 
borg, the president of the chapter and candidate for 
the Executive Council at the Denver convention, 
evidenced the results of the conscientious work 
which he has accomplished in the two years of his 
incumbency as president when his report was given 
at the annual banquet of the chapter. The chapter 
has already become one of the most influential or- 
ganizations in the metropolis, and President Seaborg 
is largely responsible. 

MACON CHAPTER is studying “Loans and In- 
vestments” and has maintained an attendance of 
twenty-five. “The Federal Reserve Act” was the 
subject of an address by L. P. Hillyer, President 
Bibb National Bank, on February 15. When Macon 
gets its river to the sea its influence felt at Bruns- 
wick will not be compared with the results of its 
work manifested in the chapter. Macon Chapter 
boys are live wires. 

JOHN €LAUSEN, President of San Francisco 
Chapter and manager of the foreign exchange de- 
partment of the Crocker National Bank, has been 
traveling in the East. In company with a number 
of other San Francisco bankers and prominent busi- 
ness men, he left on a special train to attend the 
Fourth Annual Foreign Trade Convention, con- 
vened at Pittsburg. Later he attended the United 
Statés Chamber of Commerce Convention at Wash- 
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Klinker of the Anglo & London Paris National Bank, 
has: been in charge of all chapter activities. San 
Francisco Chapter is now so well organized that the 
presence of its president, except in spirit, is not 
necessary. 

WHEELING CHAPTER held an adding machine 
contest recently, and F. W. Perrin, the local man- 
ager of the Burroughs Adding Machine Company, 
donated prizes, which were won by the following: 
First, Jos. Jefferson, City Bank, Wheeling, W. Va.; 
second, Leo Bonenberger, Security Trust Co., W. 
Va.; third, J. E. Green, First National Bank, Bell, 
aire, O.; fourth, Ernest Giffin, First National Bank, 
Bellaire, O.; fifth, Louis Yeager, National Exchange 
Bank, Wheeling, W. Va. Best time for correctly 
running 200 checks on hand operated machines was 
4.14. The class in public speaking opens at 7.30 
p. m., and the class in Banking opens at 8.30 p. m. 
the same evening. The attendance at the classes 
has been increasing as also the interest in the sub- 
ject on the part of the members. 


THE FORUM OF NEW YORK CHAPTER has held 
two interesting meetings during the month accord- 
ing to F. E. Tyng, Jr. On February 7, G. A. 
O’Reilly, foreign trade representative Irving Na- 
tional Bank, New York, spoke on “Business in the 
Far East,” and proved an entertaining speaker on 
account of his experience in foreign matters. He 
had much valuable information to impart to New 
York bankers. On February 21 O. P. Austin, foreign 
trade statistician National City Bank and secretary 
National Geographic Society delivered an address 
on “Geography and Commerce.” This was his sec- 
ond address and was as much appreciated as his 
first. The annual dinner of the Forum will be held 
at the Hotel McAplin March 21. 

PESEVERANCE.—In all business it is the perse- 
vering man that comes out ahead. If the truth 
were known, many a business genius is nothing but 
personified persistence; and quite often he owes his 
success more to dogged determination than to extra- 
ordinary talents. The sea of life has its flood-tides 
and ebb-tides, and it is when existence reaches the 
low-water mark that the pessimists and weak-willed 
drop out. They forget that the tide must change 
because of a fixed law. The man who will not ad- 
mit the word failure in his thoughts is sprinkling 
salt on the tail of achievement; while the man who 
groans, grunts and grumbles, and thinks failure 
possible, is trying to catch it with a bass drum. 

—Kodak Park Bulletin. 

TACOMA CHAPTER.—Under the able leadership 
of H. V. Alward, vice-president and cashier of the 
Fidelity Trust Company, the class on “Banks and 
Banking” have almost completed their labors on that 
text-book. The attendance is 75 per cent. of the en- 
rollment. The study class is the principal feature 
of the chapter. 


| 
| 
| 
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MEMBERSHIP CHANGES 


REPORTED FROM JANUARY 26 TO FEBRUARY 24, 1917 


There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. 
The General Secretary of the Association would appreciate receiving from members notice of any changes which occur, 
for the purpose of keeping the membership list correct and giving publicity through the columns of the Journat-Bulletin. 


California.... Blythe ..... Palo Verde Valley Bank succeed- Massachu- 
ed by First National Bank Ee Worcester .. Worcester National Bank merged 
with Worcester Trust Com- 
Santa Ana .. Citizens Commercial and Savings pany. 
Bank merged with California 
National Bank. Minnesota ..Duluth ..... East End State Bank charged to 
i : Bank of Commerce and Sav- 
Colorado ...Colorado ings, 
Springs ..El] Paso National Bank merged 
with First National Bank. Missouri ...Joplin ..... Cunningham National Bank 
merged with First National 
Florida .... Jackson- Bank. 
ville ...... yermania State Bank Montana ....Billings .... Bank of Montana succeeded by 
Montana Natioval Bank. 
Live Oak.... Live Oak-Citizens Bank closed. New Jersey . Somer- 
First National Bank suececded 
Georgia ....Macon ...... Continental Trust Company by Somerville Trust Co. 
changed to Continental Bank jowling 
and Trust Company. Green ....First National Bank in hands of 
Illinois ....Chicago ....North West State Bank changed receiver, 
to Noel State Bank. Oklahoma Exchange State Bank merged 
ri First Nz tank. 
Emington .. Bank of Emington succeeded by with First itlonal Bank 
Taylor State Bank. TORE sinus El Paso..... Commercial National Rank 
merged with Security Trust 
ie errs Galva State Bank merged with and Savings Bank as Security 
L. M. Yocum and Company Bank and Trust Company. 
See Perry ...... Perry Savings Bank merged Marshall -+- State Bank of Marshall sold to 
with Peoples National Bank as First National Bank. 
Rerry National Bank. Washington. Seattle ..... Broadway State Bank closed, 
Kansas ..... Belpre ...... Trousdale State Bank. Now German-American Mercantile 
listed under Trousdale. Bank closed. 
MAING Bangor ..... Second National Bank absorbed Northern Bank and Trust Com- 
by Merrill ‘rust Company. pany in liquidation. 
West Vir- 
Massachu- 2 ginia: . Parkers- 
setts ..... Chicopee ...Gaylord-Kendall Company suc- DOPE Farmers and Mechanics National 
ceeded by Cabot Trust Com- Bank consolidated with First 


pany. 


National Bank. 


NEW AND REGAINED MEMBERS FROM JANUARY 26 TO FEBRUARY 24, 1917. 


Alabama .......... National Bank, Elba 


(regained). 
Coosa Valley Bank, Vincent. 


....... Peoples Bank, Berryville (regained). Bank, Abingdon (re 
First Nat'l Bank, Corning (regained). Lake Forest Trust & Savings Bank, 
Farmers Savings Bank & Trust Co., Lake Forest 
Hamburg. 
First Nat’l Bank, Marshall (regained). 
Bank of Sulphur Springs, Sulphur Citizens State Bank, New Castle. 
Springs (regained). Farmers Trust Company, South Bend. 
First National Bank, Walnut Ridge 
(regained). Clarinda Trust & Savings Bank, Clar- 
inda (regained). 
California ....«.. California Savings & Commercial Bank, 


American Trust & Savings Bank, Des 


3810 Stephenson Avenue’ Branch, Moines (regained). 


Los Angeles. 


OF ors Trust & Savings Bank, Marb 
California Savings & Commercial Bank, & Savings Bank, Marble 
33rd & Main Streets Branch, Los ; 
Glade State Bank, Glade. 
OS ee Bank of Grand Junction, Grand June- First National Bank, Lewis (regained). 
tion. Ogallah State Bank, Ogallah (regained). 
First State Bank, Idalia. Park State Bank, Park. 


Farmers Bank of Severance, Severance. 


Kentucky ........ First National Bank, Central City (re- 

Connecticut ...... Wallingford Trust Co., Wallingford. gained). 
Firs National Bank, Pikevill re- 
peak Haven Southern National Bank, Richmond (re- 

RT Tee American National Bank, Cordele (re- 

gained). Louisiana ...... . Beauregard Trust & Savings Bank, 


Bibb National Bank, Macon, De Ridder. 
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Maryland 


Massachusetts 


Michigan 


Minnesota 


Mississippi 


Missouri 


Montana 


Nebraska 


‘New Mexico 
New York 
North Carolina... 


North Dakota 
Ohio 


Oklahoma 


Brighton 


.Annan, Horner & Co., Emmitsburg (re- 


gained). 
First National Bank, Federalsburg (re- 
gained). 


Five 
Boston. 
North Brookfield National Bank, North 

Brookfield. 


Cents Savings sank, 


Farmers State Savings Bank, Bay City. 

Big Rapids Savings Bank, Big Rapids 
(regained). 

Citizens Bank, Ellsworth. 


Farmers State Bank, Buffalo Lake. 
Citizens State Bank, Eyota. 

First National Bank, Heron Lake. 

St. Anthony Park State Bank, St. Paul. 


Bank of Merigold, Merigold. 
Bank of Philadelphia, Philadelphia. 
Bank of Picayune, Picayune. 


Stoddard County Trust Co., Bloomfield. 

First National Bank, Mountain Grove 
(regained). 

Vandeventer Trust Co., St. Louis. 

Citizens Bank of Unionville, Unionville. 


Farmers State Bank, Enid. 
First National Bank, Grassrange. 
Custer County Bank, Miles City. 


Farmers Bank, Burwell (regained). 

Maxwell State Bank, Maxwell 
gained). 

Farmers State Bank, Steele City. 


(re- 


Merchants Bank, Gallup. 


St. a Falls National Bank, St. Regis 
‘alls. 
Wallkill National Bank, Wallkill. 


National 
(regained). 


Merchants Winston- 


Salem 


Bank, 


First National Bank, Hampden. 
First 
Polk 


First National Bank, Beggs (reguined). 

First Nat’l Bank, Boynton (regained). 

Bank of Breckinridge, Breckinridge 
(regained). 

Security Nat’l Bank, Caddo (regained). 


National Bank, Bryan. 
State Bank, Polk. 


Pennsylvania 


South Carolina.... 


Tennessee 


Washington 


West Virginia 


Wisconsin 


Wyoming 


National Bank, Calvin. ; 
Nat’l Bank, Chandler (regained), 
State Bank of Chociaw. Chociaw. 
State Guaranty Bank, Granite. 

First ‘Nat’l] Bank, Hydro (regained). 
Bank of Ingersoll, Ingerso'l (rega 1 ed), 
Security State Bank, Norman  (re- 

gained). 

First Bank of Roosevelt, Rooseve't., 
First National Bank, Skiatcok 

First Nat'l Bank, Wanette (regained), 


First 
First 


3ank, Boswell (regained). 
Farmers Bank, Indiana (regained), 
Farmers National Bank S-:linsgrove. 
First National Bank, Woodlawn. 


First Nat'l 


Bank of Timmonsville, Timmonsville 


(regained). 

Peoples Savings Bank & Trust Co., 
Halls (regained). 

Tennessee Trust Co., Johnson City. 

Knoxville Savings Bank, Knoxville (re- 
gained). 

Central Bank and Trust Co., Nashville, 


Guaranty State Bank, Amarillo. 
Asherton State Bank, Asherton. 
First State Bank, Kerrville (regaired), 
First State Bank, Normargee. 
Pittsburg National Sank, 
(regained). 
Lacaud & Son, 
First National 


Pittsburg 
Bankes, San Antonio, 
Baik, Strawn. 


International Bank, Hopewell. 

tank of Nelson, Lovingston. 

Commonwealth National Bank, 
ville (regained). 

Vnion Bank of Richmond, Richmond, 

Peoples National Bank, Rocky Mount 
(regajned). 

Tazewell National Bank, Tazewell. 

Farmers Bank, The Plairs. 


Reed- 


Miners & Smelters Bank, Northport. 
Security Trust Company, Spokane. 


. Peoples Bank, Burnsville. 


Citizens Savings & Trust Co., Whee'ing. Zl 


Iron Exchange State Bank, Oliver. 
American National Bank, Racine. 


Bark of Arvada, Arvada. 
Bank of Van Tassell, Van Tas.cll. 
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